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We begin 1991 poised 
Id Dchteue substantial 
loog-lerm growth because 
of g-u*- disciplined approach 
lo planning and a Etrplegic 
vifcw lhal keeps us Focusod 
on our cwslomer. 


■ | ay ton Hudson Corporation had a good year in 1990, with each 

division contributing record operating profit. Considering the 
economy and the business environment, we are satisfied with 
our financial results but disappointed we did not achieve the 
W earnings goals we had set for ourselves. 


The preceding page summarized our 
financial performance: revenues of $14.7 billion, 
net earnings of $412 million and fully-diluted 
earnings per share of $5-20. What was not 
spelled out was the fact that our earnings 
were negatively affected by the acquisition of 
{Marshall Field’s, the implementation of an 
Employee Stock Ownership Plan (ESOP), and 
a significant increase in LIFO expense. Without 
these charges, which totaled 82 cents per share, 
our fully diluted earnings per share would have 
been higher in 1990 than in 1989- 

We begin 1991 poised to achieve substan¬ 
tia] long-term growth because of our disciplined 
approach to planning and a strategic view that 
keeps us focused on our customer. 

Take Target G read and. This new super 
store opened after two years of extensive cus¬ 
tomer research. What we learned helped us 
design a larger store with clearer merchandise 
offerings. Customer response has exceeded 
our expectations. This year we will open six 
more Target Greatland stores and we are incor¬ 
porating many of the Greatland improvements 
in Target stores chainwide. 

Target also will begin testing a small mar¬ 
ket strategy with four stores in rural Minnesota. 
Overall, we expect to open 40-45 Target stores 
during 1991. That brings our five-year capital 
investment in Target to $2.5 billion. Target is 
America’s major upscale discount chain — 
and our primary growth vehicle. 


Mervyn’s continues to strengthen its posi¬ 
tion as a leader in the moderate-priced casual 
and home fashions retail niche. Mervyn’s focus 
on cost reduction and merchandise quality and 
presentation will lead to increased market share 
and higher profitability in the '90s, Mervyn’s will 
grow by 15-20 stores in 1991, including a major 
entry into Florida markets. 

The Marshall Field’s acquisition is a great 
strategic fit for our department stores. The Depart¬ 
ment Stores’ base business has been affected 
by the Field's acquisition, but we expect better 
results by Fall of 1991. 

We would have preferred to wait until the 
economy was stronger before increasing our debt, 
but we knew the Field’s opportunity was too 
good to pass up. By year end, our debt as a per¬ 
cent of total capitalization was 65 percent, lower 
than at mid-year and within our “comfort” zone. 
We plan to reduce our debt ratio further in 1991. 

Growth is critical to success. But having 
many stores is not enough. To be more success¬ 
ful, we must improve productivity and offer 
customers consistently positive experiences so 
they become loyal consumers. 

Our objective is to earn that loyalty by 
executing better. 

We are committed to providing customers 
a dear offering and an easier shopping experi¬ 
ence, This means that merchandise is selected 
and presented to provide dominant assortments, 
trends and items that are consistently in stock 
and presented in ways that attract customers 
and make our stores easier and faster to shop. 

For example, at Mervyn’s, we offer a wide 
selection of high quality key apparel items in 
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trencl-righr colors. They are well-stocked and 
presented in what we call strike-points — eye¬ 
catching displays that quickly inform customers 
about selection, quality and price, and even 
show how to wear the new style. It all comes 
together in a clarity of offering that removes the 
barriers and stimu¬ 
lates time-starved 
customers. 

We know that 
our ability to please 
our customer on 
the sales floor de¬ 
pends more and 
more on how ad¬ 
vanced we are in 
the back room. We 
have invested more 
than $400 million 
over the last five 
years in advanced 
systems to manage 
information, reduce 
our operating costs, 
maintain a consis¬ 
tent in-stock posi¬ 
tion, improve our 
sales and earnings 
productivity and help 
customers check out 
with fast and accu¬ 
rate transactions. 

We are paying 
great attention to 
quality — in people and in products. We have 
training programs in place in all our divisions to 
improve the sales skills and the culture of service 
throughout our operations. 

Target and Mervyn’s both have product 
testing capabilities and all three divisions work 
closely with vendors to improve the quality of 
private-label merchandise. We will not disap¬ 
point customers who expect and deserve top 
quality products. 

We are dedicated to lowering expense 
levels. Mervyn’s has set record low expense rate 
levels in each of the past five years. Target and 
the Department Stores will be focusing more 
on lowering expenses in 1991. It will be a top 
priority throughout the l 90s. 


Finally, we remain strongly committed 
to our partnerships with the communities 
where we do business. In 1990, charitable 
contributions by the Dayton Hudson 
Foundation and our divisions exceeded 
$30 million. 


I am confident that the business strate¬ 
gies we are implementing will provide the 
future growth that all of us — shareholders, em¬ 
ployees, customers, communities and suppliers 
— want. And I am convinced that by maintaining 
our commitment to superb execution of our 
strategies, Dayton Hudson will remain healthy 
and strong. 


Sincerely, 



Kenneth A. Macke 
Chairman of the Board and 
Chief Executive Officer 


March 28, 1991 



Stephen E. Watson, President , and Kenneth A Macke , Chairman and Chief Executive Officer, 
at the new Target Great land store in suburban Minneapolis. 


LEADERSHIP IN DEPTH 

leadership is a top priority 
at all of our di visions, which 
share a commitment to indi¬ 
vidual and professional 
development , empowerment 
and diversity. 

This culture was repeatedly 
recognized in 1990. Robert 
Ulrich, Target's chairman and 
CEO, was named Discounter 
of the Year by readers of 
Discount Store News maga¬ 
zine. Larry Gilpin, Target’s 
senior vice president of per¬ 
sonnel, was named Human 
Resources Executive of the 
Year by Human Resource 
Executive magt tzme. 7he 
Corporation was named 
“One of the Best Companies 
for Women " by Business Week 
magazine 

We are fortunate to have 
talented management at each 
operating division, strengthened 
by the recent appointments of 
Warren Feldberg as Target S s 
president and Joseph Tomaselli 
as Mervyn s executive i tee 
president. 

Other recent key leadership 
assignments include those of 
Target executive vice presidents 
George Jones and Kenneth 
Woodrow, senior vice presidents 
Linda Aiders, Thomas Jeffery; 
John Pellegrene, Ralph Salo, 
Paul Sauserand Greg Steinhafel, 
and regional sen ior vice presi¬ 
dents Kevin Freeman and 
Julius Jones. 

Leadership assignments at 
the Department Stores include 
James Stirratt as executive 
vice president, Dayton's 
stores; Dennis Toffolo, presi¬ 
dent , Hudson's stores; Gary 
Wilkin, president, Marshall 
Field's stores; and senior vice 
presidents Susan Boren, 
Richard Hoover and Andrew 
Markopoulos. 

Executives meet regularly 
as the Management Council. 
Our most senior executives 
comprise the Corporate 
Operating Committee, which 
refines strategy and operating 
objectives. 







MANAGING 
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D ayton Hudson Cor¬ 
poration's success 
is based on our 
ability to make the 
best use of our 
resources and pro¬ 
vide customers 
with a consistently 
positive shopping experience. 
Our culture emphasizes con¬ 
centration on the fundamentals 
of our business: accountability, 
disciplined planning at all levels, 
the development of tomorrow's 
leaders and positive commu¬ 
nity involvement. 

Our top management 
team — the seven-member Cor¬ 
porate Operating Committee — 
represents 155 years of com¬ 
bined retail management 
experience and is comprised 
of corporate and operating 
division leadership. 

Managing for Performance 

Our primary goal is to 
provide shareholders with a 
superior return on their in¬ 
vestment while maintaining 
a strong and flexible capital 
structure. 

To achieve this, we 
must earn superior returns on 
the funds we invest in the busi¬ 
ness by concentrating on two 
factors: earnings growth and 
return on investment (ROl). 


Our objective is to pro¬ 
duce average annual earnings 
per share growth of 15 percent 
over time. Since 1985, fully di¬ 
luted earnings per share have 
grown at a compound annual 
rate of 12 percent. 

Return on investment 
totaled 11.6 percent in 1990 com¬ 
pared with 11.4 percent in 1989 
and 8.9 percent in 1988. ROI 
is the most important single 
financial performance measure 
we use to manage our business 
and make investment decisions. 


Plcinnmg fa Support Growth 

Over the past five years, 
we have added approximately 
$5 billion of capital investment 
in support of new and remod¬ 
eled stores, systems and distri¬ 
bution capabilities. 

We use a disciplined 
strategic planning process to 
assess growth opportunities 
and commit funds. We plan 
on a rolling five-year basis and 
review our growth plans annu¬ 
ally. Planning is thorough, but 
not rigid; at any point, capital is 
usually committed for no more 
than 18 months into the future. 

Our planning process is 
designed to provide for several 
outcomes: that expansion pro¬ 
jects are justified by strong ROI 
performance; that we can open 
the number of stores needed 
to achieve our long-term earn¬ 
ings objective; and that we can 
continue to earn well in excess 
of our cost of capital. 
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Managing Debt 

We are committed to 
m j11lL ain ingstrung inves t men t 
grade ratings on our debt and 
to keeping our debt ratio with¬ 
in a range of 45 to 65 percent. 
This objective provides flexi¬ 
bility to take advantage of 
opportunities as they arise, 
such as our stock repurchases 
and the acquisition of Marshall 
Field’s. At year-end, our debt 
ratio was 65 percent. With the 
equity our stores continue to 
add to our balance sheet, we 
expect to lower the debt ratio 
to approximately 55 percent 
by 1995- At the same time, we 
will continue to expand our 
operations. 

Over time, we believe 
careful use of debt results in 
faster earnings growth for share¬ 
holders. Earnings per share 
have grown at a compound 
rate of 15 percent since 1980. 



Committing Capital 

Investments in new 
stores are very carefully st tidied 
We pursue those that offer us 
the potential for meaningful 
impact in a market. We ap¬ 
proached the Field’s purchase 
in this context, using the same 
standards we apply in making 
all capital commitments. 

Field's is a premier 
retailer with a compatible philo¬ 
sophy, including long-standing 
leadership in full-service fashion 
retailing. Field's also enjoys a 
very strong relationship with a 
large base of customers in an 
important region. These traits 
fit well with existing operations. 

By streamlining and 
integrating central functions, 
administrative procedures and 
information systems, we 
believe our Department Store 
Division can profitably achieve 
significant efficiencies in oper¬ 
ating the larger base of stores. 


POISED FOR OPPORTUNITY. 

Dayton Hudson's careful manage¬ 
ment of resource* over the years 
positioned 1h-> Corporal ion for a 
major opportunity in 1990: the 
ocquisiiion ol Marshall Fields 
one of America's premier ratcnlorv 
Al the historic Skate Street stare, 
Field's tradition of fashion, quality 
and service continues. 



The way we have 
dearly defined our 


three retail offerings 


has been well received. 


Revenues have risen 


significantly in the last 
five years. 


RETAIL SQUARE FEET* 

(Thousands) 



85 86 87 88 89 90 


We have invested 
billions of dollars to 
expand our successful 
retail strategies in fast- 
giro wing markets such 
as the Southwest , the 
Southeast and the 
Pacific Northwest. 


OPERATING PROFIT* 

(Millions) 



Our concentration 
on superior execution 
of the fundamentals 
of our business has 
paid off Each of our 
divisions contributed 
record operating profit 
in 1990. 


* Excludes f.ecbmere 























Target, Mervyn 3 and 
the Department Stores 
each achieved record 
operating profit in 
1990 — a tough year 
for retailers\ At the 
same time, Target 
unveiled, a new super 
store format and 
Mervyn 1 s lowered Us 
expense rate while 
maintaining Us 
customer base despite 
tough competition. 

The Department 
Stores integrated 
Marshall Field's 
group of 24 stores. 



Strong growth in sales 
and operating profit made 
1990 another record perfor¬ 
mance year for Target. 

We opened Target Great- 
land — a totally new super 
store concept centered on the 


customer's entire shopping 
experience. Many of the 
Greatland strategies and ideas 
are being incorporated in our 
stores chainwide to make 
them easier to shop. 


tribution network is critical to 
our growth and in 1990, we 
improved our system signifi¬ 
cantly. Our quick response 
partnership with vendors leads 
the industry and, for us, it’s 
only the beginning. 

As long as we focus on 
our mission of exceeding our 
customers' needs, we will 
continue to operate America's 
most profitable upscale dis¬ 
count stores. 


We believe a strong dis- 


(Millions of Dollars) 

1990 

1989 

1988 

Revenues 

$8,175 

S7,5I9 

56,331 

Operating p id fit 

$ 466 

1 449 

J 34] 

Stores 

420 

399 

341 

Retail square feet (000)* 

42,241 

39,994 

34,189 


MERVYN'S 


Mervyn’s record financial 
results since 1988 have princi¬ 
pally been driven by our 
market-focused strategy and 
dedicated cost reductions. This 
served us particularly w^ell in 


the soft economy of 1990. 

An expert product devel¬ 
opment staff, along with our 
own testing lab, are two exam¬ 
ples of our ongoing effort to 
provide better quality mer¬ 


chandise to our value-con¬ 
scious customer. 

Our customer is experi¬ 
encing a more convenient and 
pleasant shopping experience 
through our investments in 
store interiors, point-of-sale 
technology and consistent in¬ 
stock position. 

Our strategy is focused 
for the long term; we will man¬ 
age expense and increase value 
for our customer. 


(Millions of Dollars) 

1990 

1989 

1988 

Revenues 

$4,055 

$3,858 

(3,411 

Operating profit 

$ 366 

00 

IjT 

rO 

* 256 

Stores 

127 

221 

213 

Retail square feet (000) 

17,973 

17,486 

16,776 


DEPARTMENT STORE DIVISION 


The Department Store 
Division's 1990 operating prof¬ 
it was up slightly from 1989, 
but our return on sales fell due 
to the difficult economy and 
the distraction of the Marshall 


Field's integration. Field’s re¬ 
sults, however, exceeded plans. 

While Field's customers 
saw no change, we centralized 
most functions, integrated sys¬ 
tems, implemented localized 


buying capabilities and changed 
marketing plans to lower costs 
and boost sales productivity. 

All along, we have paid 
special attention to our 
partnership with over 13,000 
Field's employees. Our mar¬ 
riage of three great stores has 
created one great company 
which benefits our sharehold¬ 
ers, employees, customers and 
communities. 


(Millions of Dollars) 

1990 

1989 

1988 

Revenues 

$2,509 

$1,801 

$1,693 

Uperating profit 

$ 183 

$ 179 

$ 159 

Stores 

61 

37 

37 

Retail square feet (000) 

13,555 

7,711 

7,631 


Total square* feet less office, warehouse and vacant space. 























Even in difficult and 
competitive times, Target is 
the only upscale discount 
store chain experiencing signif¬ 
icant growth. Through 1996, 
we will almost double our size 
in large and small markets. 

Target competes effec¬ 
tively because we create areas 
of difference that appeal to 
our upscale customers: attrac¬ 
tive and clean stores, exciting 
merchandise presentation, top 


merchandise quality, speedy 
presentation of trends and our 
ability to fine-tune merchandise 
according to each market. 

These efforts will contin¬ 
ue to improve our competitive 
edge. We will lower our oper¬ 
ating expense rate as we 
provide the best service in the 
industry. 

I believe we have the 
right formula to take us into 
the next century successfully. 

— R.J.U 



Robert f Ulrich 

Chairman and Chief Executive Officer 
Target 



Our divisions face 


similar challenges in 


1991: con tin tie to 


expand ' broaden the 


In 1991, we anticipate 
more economic and competitive 
challenges. We are responding 
with excellent inventory and 
expense management, com¬ 
bined with an aggressive and 
creative promotional schedule. 

We will continue to focus 
on our customer and further 
improve the value of the prod¬ 
ucts and services we provide. 


Our emphasis on quality 
and fash ion-right merchandise, 
presented in a pleasant and 
easy-to-shop environment, is a 
sustained theme we expect to 
take to new levels in 199T 
We have a full agenda. 

We also have a talented organi¬ 
zation that aspires to achieve 
industry-leading results. With 
this commitment, we will fulfill 
our long-term goals. 

—W.T.R. 



Walter T. Rossi 

Chairman and Chief Executive Officer 
Men vn $ 


customer base by con¬ 
sistently offering a 
positive shopping 
experience , operate 
more productively 
and lower expense rates . 
Target will open 40-45 
stores ; including six 


The key to our success as 
a department store retailer in 
1991 will be our ability to pre¬ 
sent clearly focused and 
exciting trend merchandise that 
refects dominance, newness, 
quality and fashion leadership. 
We must also excel in both our 
localized buying strategy and 
our diligent management of 
inventories and expense. 


Differentiation is our 
continuing challenge. Only by 
being very skilled at how we 
execute merchandising, visual 
presentation, advertising and 
customer service will we stay 
ahead of the competition. 

By executing the funda¬ 
mentals of our business 
successfully, we will continue 
to be the store of choice m 
each of our markets. 

—M.W.G. 



Marvin W. Goldstein 

Chairman and Chief Executive Officer 

Department Store Division 


Greatland locations , 
Meruyn s will launch 
a major entry in 

Florida and the 
Department Stores 

ivill concentrate on im¬ 
proving base business 
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EXPANDING 

our store base 


THE BENEFITS OF GROWTH 
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W e are commit¬ 
ted to growth 
— in market 
share and in 
long-term 
financial per¬ 
formance. 
Growing our 

store base contributes to both 
goals. Stores provide greater 
profitability as they mature. 

At the same time, having a 
major presence in a market 
makes merchandising and pro¬ 
motional expenditures more 
cost-effective. 

We grow first by increas¬ 
ing sales volume at existing 
stores, then by expanding 
within existing markets. Our 
next priority is to enter new 
markets. Concurrently, we 
invest in systems and programs 
that improve productivity. 

Investing in Higher 
Performance 

The total retail space of 
our three divisions has increased 
75 percent since 1985. Target 
has added 20 million square 
feet while Mervyn’s and the 
Department Stores have each 
added six million square feet. 
These three strategies produce 
sales per square foot of $198, 
$230 and $222, respectively. 
Their expansion has helped 
provide the cash flow that sup¬ 
ports current commitments. 


Today's investments will, in 
turn, help us achieve our long¬ 
term performance objectives. 

During the past five years, 
we have invested $5 billion in 
our store base and related 
systems. In 1990, we invested 
$1,7 billion in capital projects, 
including the acquisition of 
Marshall Field's. In 1991, our 
capital plans total approxi¬ 
mately $1 billion. 

We deploy capital based 
on divisional return on invest¬ 
ment performance, which is 
regularly monitored within our 
multi-year planning process. 

High-Growth Strategics 

Target and Mervyn's 
will continue to be our fastest- 
growing strategies. Half of 
Target’s store base has been 
open for four years or less. 
During 1990, Target opened 
the first Target Greatland, a 
totally new super store format 
centered on the customer’s 
entire shopping experience. 
The results have been outstand¬ 
ing and additional stores are 
planned in 1991 for Illinois, 
Minnesota and Ohio. Target 
also will test a small market 
strategy in 1991 designed for 
markets of about 50,000 people. 

Overall, Target's growth 
plans call for opening approxi¬ 
mately 300 stores during the 
next five years. The division 
expects to expand significantly 



in Florida, Michigan, Ohio and 
in the Chicago area. 

Mervyn’s value-oriented 
active and casual softlines offer¬ 
ing is being very well received 
outside its initial California 
market. In early 1991, Mervyn’s 
announced it would expand 
into southern Florida. The 
division expects to open 15-20 
new stores in 1991, including 
12 in Florida. Through 1995, 
Mervyn's plans to open approx¬ 
imately 80 new stores. 

Benefiting from on 
Opportunity 

The Department Store 
Division nearly doubled its 
retail space In 1990 by acquiring 
Marshall Field's. The purchase 
adds a strong, widely recog- 










Target and Merryn k 
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will continue to be 

our fastest-grou 'ing 
strategies. 


nized name to the division. 
Many Field’s operations have 
been integrated to provide 
greater operating efficiencies. 

Another 1990 milestone 
was the opening of the replace¬ 
ment Dayton’s Southdale store 
in suburban Minneapolis. 

The store’s emphasis on mak¬ 
ing shopping more convenient 
expanded the store’s clientele 
quickly and significantly. In 
1991; the division will open 
another replacement Dayton’s 
store in suburban St. Paul and 
two new Wisconsin Dayton’s 
.stores. Major remodels will be 
completed at four Marshall 
Field’s stores, at Dayton's in 
suburban Minneapolis, and 
at Hudson’s Oakland store in 
metropolitan Detroit. 


GREATLAND DEBUTS AT TARGET. Torgel's plan to add approximately IDO 
stores over the next five years will include some of its new Target Greatland 
super stare Idrmoi, which debuted m suburban Minneapolis in 1 990, Greenland 
stores are larger Phan standard Target slants and every inch is designed to 
satisfy customers' needs for improved customer service, Miflfort, convenience 
and brooder merchandise selection. Q real land retains the same competitive 
prices, qualify hardlines and Ire nd-tenacious soft good a custom ers expecl from 
Target. Here., decora live tabletop items ore presented m the new fashion =aale 
men! of leal and black. New Tocgel Greenland stores are expected to Open in 
1 991 in Illinois, ^innesalo and Ohio. 
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Creating a consistently 
positive shopping 


EXPERIENCE 











SO 



STOCKING THE TRENDS 


e are in the 
business of 
offering 
customers a 
consistently 
positive 
shopping 
experience. 
To fulfill constantly changing 


expectations, we concentrate 
on what we call our “clarity of 
offering:' Clarity means buying 
and presenting merchandise so 
that we always offer dominant 
assortments, dominant trends 
and a broad selection. Next, we 
make sure the items are always 
in stock. Finally, we present the 



merchandise in ways that make 
it appealing and easy to shop. 

Trend merchandising 
always has been the “art and 
souI s ’ of retailing. Thanks to 
customers' increased awareness 
of global fashions, only the 
sharpest retailers can regularly 
satisfy today’s intense trend 
demands. To stay in the fore¬ 
front, we rely on constant 
trend surveillance, quality test¬ 
ing, savvy buying and strong 
relationships with vendors 
who can consistently supply 
stores according to our demand¬ 
ing requirements. These are a 
few examples of how success¬ 
ful this effort was last year. 

Target sold more than 
5.6 million Teenage Mutant 


Our offering is clear: 
the right trends, 
consistently stocked 
a nd presented to 
capture the eye, 
inform and per¬ 
suade. Coordination 


like this creates 


excitement and 


reduces purchasing 
barriers for time- 

starved customers 
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Ninja Turtles action figures, 
worth $39 million. 

Chainwide, Mervyn’s put 
10.2 million units of basic and 
fashion fleece, worth $139 mil¬ 
lion, into customers’ hands. 

The Department Stores 
sold $5-5 million of a single 
product: Giorgio’s new fra¬ 
grance, ‘'Red/' 

Merchandise Dominance 

Today’s time-pressed 
customers demand — and we 
provide —- broad selections 
within each merchandise cate¬ 
gory. We make the effort to 
stock the sizes, colors, finishes 
and accessories they expect. 

Target offers a wide range 
of merchandise in most depart¬ 


ments, particular!} in hardlines 
and health and beauty aids. 

Mervyn’s fleece and chil¬ 
dren’s selections are broader 
than what most competitors 
offer. 

The Department Stores 
present wide assortments 
of women’s shoes, cosmetics, 
accessories, ties and designer- 
label home fashions and 
apparel. 

All of these assortments 
focus on key trend items. Our 
708 stores last year sold more 
than 4.6 million units of leg¬ 
gings, one of the year’s hottest 
trends. The offering was pre¬ 
sented in depth and every¬ 
where — women’s, junior’s and 
even toddler’s. 


Today’s customers want 
more than broad selection, 
however. Successful merchants 
must be able to stay in stock, 
especially on key items cus¬ 
tomers want. Over the last 
decade, we have invested signif¬ 
icantly in systems to keep our 
shelves and sales floors stocked. 
At Target, for instance, rain- 
checks on advertised items 
have declined 72 percent in 
the past five years. 

Presentation Dominance 

Superior presentation 
of merchandise is essential to 
excite customers and make 
shopping easier. 

Mervyn’s “strike points” 
captivate browsers, show mer¬ 



MERVYN'S POSITIVE SHOPPING EXPERIENCE. Mar vyn’ 
Sprockets 1 line of children's wear is tailored for today's 
parents. Th* private label lint was designed by Mervyn's 
lo offer maximum value and wardrobe flexibility Largo 
wall proiontalions quickly show the complete line and 
suggest how various pieces might be mixed and matched 
The slylin-g r pricing r quality and eosy-to-shop pre-sentalian 
o# Sprockets E have made them very popular. Consequently, 
AAervyrTs heavily slocks Sprockets as "key" basic ile-ms. 

Al Mefvyn's, making the offering consistently positive 
means serving Ibe customer better, 


chandise prominently, pro\ ide 
important product information 
and even demonstrate how to 
wear the latest styles. 

The Department Stores 
use decor, floor plan and fix¬ 
tures to enhance service and 
give the ambiance of specialty 
retailing within a wide selection. 

Target has prominent 
spaces dedicated to presenting 
seasonal merchandise and vari¬ 
ous promotional programs. 

Our merchants are con¬ 
stantly experimenting with 
exciting and helpful presenta¬ 
tion methods. It’s one way to 
outperform our competitors — 
and serve our customers better. 
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Improving 
productivity through 

TECHNOLOGY 


THE IMPORTANCE OF INVESTMENT 
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During the past five 
years, toe have seen 
the best of ail trade¬ 
offs : customer 
service improved and 
the operating expense 

rate declined overall. 


ince 1985, Dayton 
Hudson has invested 
more than $400 million 
in new technology in 
all of our divisions. 
This investment helps 
us build a competitive 
advantage by making 
us a more reliable retailer with a 
lower operating cost structure. 
The savings we gain from more 
efficient operations also enable 
us to invest in more improve¬ 
ments in customer service. 

The Benefits of Technology 

We use technology to 
increase productivity in our 
stores and throughout our dis¬ 
tribution networks. Advanced 
systems also offer other bene¬ 
fits; they supply key informa¬ 
tion and enable us to operate 
with greater speed. 

In-Store Technologies 

In the stores, bar code 
scanning technology reduces 
cashier training, speeds check¬ 
out for customers and captures 
information quickly for use in 
automatic inventory ordering 
systems. Scanners permit daily 
assessments of in-stock posi¬ 
tions at each Target store. All 
divisions now electronically 
order inventory from many of 


their vendors. Even the man¬ 
agement of markdowns is 
computerized at Target and at 
the Department Stores. 

Productivity at the 
Depanment Stores is improv¬ 
ing dramatically with the 
integration of Field’s into the 
division’s sophisticated systems. 
These systems are helping the 
division nearly double its 
number of stores without a 
comparable increase in admin¬ 
istrative or operating expenses. 
This enables us to achieve 
many of the the efficiencies of 
chain store operation in our 
department store format. 

Other important invest¬ 
ments improve the commu¬ 
nication between stores and 
distribution centers. A closed- 
circuit video communications 
network is used extensively at 
the Department Stores. Target 
locations are linked via satellite 
to a nationwide communica¬ 
tion network of stores, offices 
and distribution centers. This 
network permits daily analysis 
of nationwide sales activity and 
faster replenishment of each 
store. 

Advanced Distribution 
Capabilities 

Electronic capabilities are 
central features at all of our 
distribution centers. Advanced 


systems are being used to com¬ 
municate with vendors, 
schedule deliveries and track 
merchandise between receipt 
from the vendor and distribu¬ 
tion to stores. Computerized 
inventory control systems and 
merchandise bar coding also 
enable us to supply an indivi¬ 
dual store faster and more accu¬ 
rately than ever before. 

These investments in ad¬ 
vanced distribution capabilities 
have reduced our dependence 
on outside processing and ware¬ 
housing services. Target, for 
instance, has increased its in- 
house processing of softlines 
merchandise from 40 percent to 
95 percent in the past two years. 

Our adoption of advanced 
technologies is another example 
of Dayton Hudson’s policy of 
balancing short-term and long¬ 
term interests. We are willing to 
underwrite technology invest¬ 
ments in the short-term in order 
to achieve the long-term finan¬ 
cial benefits of greater produc¬ 
tivity. During the past five years, 
we have seen the best of all pos¬ 
sible trade-offs: customer service 
improved, while the operating 
expense rate declined overall. 
This effort will continue to be 
a top priority in the 1990s, In 
1991, we will invest more than 
$100 million in information sys¬ 
tems and improved distribution 
capabilities. 
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ADVANCED DISTRIBU¬ 



TION TECHNOLOGY, 

Mervyn's n ewe Si 
436,000 ■ square’foot 
distribution cenler, 
located m Frcmani, 
California^ Features 
several advanced sys¬ 
tems. Each item of 
merchandise receives 
a bar-coded label that 
helps the center's nei- 
work of 1 3 micro¬ 
computers track the 
item 05 rl h processed 
Employees use scanner 
guns lo check ihe 
progress of specif k 
hems at any point 
Electronically generated 
orders from each slore 
□ re filled quickly and 
accurately in a near- 
paperless system. 

The expandable facility,, 
whrch currently serves 
up to 1 -00 stores, 
increases Mervyn'i 
processing capacity by 
more 1 han 60 percent. 
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PARTNERING 

with our communities 


OUR GIVING POLICY 


$ 






\ 


% 




NG 



Grants by Target . 
Mervyn s and Dayton 
Hudson Foundation 

to the innovative 
Fa m ily- to-Fa m ily 
Initiative are de¬ 
signed to improve 
the quality offamily- 
based child care 

services in the 

communities in 
which we operate. 


S ince 1946, we have 
invested consider¬ 
able financial sup¬ 
port and volunteer 
effort in improving 
the communities 
we serve. In 1990, 
grants totaled more 
than 530 million. Our contribu¬ 
tions sustain groups working 
for the long-term health of 
local communities. The com¬ 
munities, in turn, nurture our 
stores. We believe this part¬ 
nership is in the long-term 
interest of our business, even 
though everyone will not al¬ 
ways agree with what we are 
supporting. 

The Corporation man¬ 
ages a unified, corporate-wide 
giving program which concen¬ 
trates on achieving results in 
two areas: social action and 
the arts. Forty percent of our 
community giving funds sup¬ 
ports programs and projects 
that result in the economic 
and social progress of indivi¬ 
duals and/or the development 


1990 Contributions by Focus Area 

{Millions of Dollars) 




of local strategies that respond 
effectively to criticai social and 


economic concerns. 

Another forty percent of 
community giving funds sup¬ 
ports programs and projects 
that result in artistic excellence 
and stronger artistic leader¬ 
ship in communities, and/or 
increased access to. and use of, 
the arts as a means of commu¬ 
nity expression. 

Grants are made through 
the Corporation, the Dayton 
Hudson Foundation and our 
three operating divisions. Each 
division has its own priorities 
within the two focus areas. 

1990 Contributions by Program 

{Mi l/i otis of Dollars) 



DJHF/PHC $14.9 

Target $7.2 

Mervyn’s $5.8 

Department 

Stares $2.8 

Total $30.7 


1990 Accomplishments 

Our giving program 
achieved several important 
objectives in 1990. We strength¬ 
ened our commitment to 
children and families. Target 
joined Mervyn’s in supporting 
the innovative Family-to-Family 
initiative. Family-to-Family is 
designed to improve the quali¬ 
ty of family-based child care. 
Our total commitment to this 
program is $10 million over 
seven years. 

In 1990, innovative pro¬ 
grams such as Expressions '90 
were funded for the first time. 
Expressions ’90, supported by 
Mervyn’s, helps 15 arts organi¬ 
zations in the development of 
multi-cultural arts programming 
for families. 

We also welcomed 
Marshall Field’s into our philan¬ 
thropic family. By year’s end, 
$1.6 million was contributed to 
social action and aits programs 
in Field’s communities. 

In 1991, the Foundation 
and our operating divisions 
will continue to focus on pro¬ 
grams that benefit community 
social and cultural needs. We 
remain strongly committed to 
the long-term improvement 
of communities with which we 
have partnered through our 
business, contributions and 
employee volunteerism. 
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DAYTON HUD5QN CORPORATION FINANCIAL INFORMATION 


1990 HIGHLIGHTS 

The Corporation's itireeoperating divisions 
achieved record revenues, up 13% over 1989 
on a 32-week basis. Com parable-store revenues 
(revenues from stores open longer than 12 
months) rose 3%- 

Operating profit also reached an all-time 
high, driven by increases at all three operating 
divisions. 

Net earnings were $412 million, comparable to 
the 1989 record performance of $410 million. 

Fully diluted earnings per share were $5.20, 
representing a decline of 3% from the prior year 
record of $5.35 per share. 
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Return on equity was 22% in 1990, again 
surpassing the Corporation’s objective of 18%. 

Dividends declared totaled $1.35 per share, an 
increase of 15% from $1.17 per share a year ago. 

In June 1990, the Department Store Division 
completed the $1.05 billion acquisition of 
Marshall Field’s. In addition, the Corporation 
invested $686 million in new stores, remodeling 
existing locations, improving distribution and 
upgrading systems and technology. 
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REPORT OF MANAGEMENT 


The following financial statements and 
other information presented In this Annual 
Repost have been prepared in ac artlan< e with 
generalh nca pled accounting principles. 
Management is responsible for the consistency, 
integrity and presentation of the information in 
the Annual Report, which necessarily includes 
some amounts based upon our judgment and 
best estimates. 

To discharge this responsibility, we main¬ 
tain comprehensive systems of internal controls 
designed to provide reasonable assurance that 
assets are safeguarded and transactions are exe¬ 
cuted in accordance with established proce¬ 
dures. The concept of reasonable assurance is 
based upon a recognition that the cost of the 
controls should not exceed the benefit derived. 
After judging the cost and benefit factors, we 
believe our systems of internal controls provide 
this reasonable assurance. 

The Board of Directors exercises its over¬ 
sight role with respect to the Corporation’s 
systems of internal controls primarily through its 
Audit Committee, which is composed of seven 
independent directors. The Committee oversees 
the Corporation’s systems of internal controls, 
accounting practices, financial reporting and 
audits to ensure their quality, integrity and objec¬ 
tivity are sufficient to protect shareholders’ 
investments. Their report appears on this page. 


In addition, our financial statements have 
been audited by Ernst & Young, whose rtq ort 
appears on page 33. As a pun of its audit , Ernst & 
Young develops and maintains an understanding 
of the Corporations internal accounting controls 
and conducts such tests and employs such pro¬ 
cedures as it considers necessary' to render its 
opinion on the financial statements. Their report 
expresses an opinion as to the fair presentation, 
in all material respects, of the financial state¬ 
ments and is based on an independent audit 
made in accordance with generally accepted 
auditing standards. 


^ u. 


Kenneth A. Macke Stephen E. Watson 

Chairman of the Board President 

and Chief Executive 
Officer 


Willard C Shull, 111 
Senior Vice President, 
Finance 


Karol D. Emmerich 
Vice President, 
Treasurer and Chief 
Accounting Officer 


REPORT OF THE AUDIT COMMITTEE 


The Audit Committee met twice during fis¬ 
cal 1990 to review the overall audit scope, plans 
of the internal auditors and independent audi¬ 
tors, the Corporation’s internal controls, emerg¬ 
ing accounting issues, officer and director 
expenses, audit fees and retirement plans. The 
Committee also met individually with the inter¬ 
nal auditors and independent auditors, without 
management present, to discuss the results of 
their audits. The Committee encourages the 


internal and independent auditors to communi¬ 
cate closely with the Committee. 

Audit Committee results were reported to 
the full Board of Directors, and the Corporation's 
annual financial statements were reviewed and 
approved before issuance. The Audit Committee 
also recommended to the Board of Directors 
that the independent auditors be reappointed 
for fiscal 1991, subject to the approval of the 
shareholders at the annual meeting. 
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FINANCIAL REVIEW 


(Mltkms ej fDoii&m Except Per-Share Data) 

OurObjectl>^ i.s to provide shnrrln ildcrs 
with asupefk ir total return on iheir investment 
v> i/le maintaining a flexible capital srrui mre. 
Total return consists of anient di vidend income 
and share price appreciation Achieving T-.is 
'objective requires solid current earnings perba¬ 
nian ce and profitable investment in new growth 
opportunities. 

PERFORMANCE OBJECTIVES 

Two primary performance objectives pro¬ 
vide a framework for financial decision making. 

Return on equity of 18%. Return on equity 
(ROE) was 22.1% in 1990, reflecting strong earn¬ 
ings, the continued leveraging of equity through 
strategic investments financed with long-term 
fixed rate debt and the benefit of our stock 
repurchase programs in 1987 through 1989. 

Average annual fully diluted earnings per 
share growth of 15%. Fully diluted earnings 
per share decreased 3% in 1990 compared with 
increases of 55% in 1989 and 43% in 1988. Over 
the past five years, earnings per share have 
grown at a compound annual rate of 12%. 


A l ievement of our performance objec¬ 
tives depends largely on our abiliry to produce a 
superior mum on Investment <: ROl). ROI s 
defined a* net earnings before financing c osts as 
a percent of total investment. We believe HOI s 
the most important measure of financial perfor¬ 
mance and it is the primary financial tool used to 
manage our business. ROI is an important part of 
our evaluation of capital projects, appraisal of 
operating division performance and the incen¬ 
tive compensation system for management. 

We use a growth adjusted ROI curve which 
sets annual ROI standards for the life of a project 
and produces an internal rate of return of 13%. 
ROI for a new store is lower in early years, reflect¬ 
ing start-up costs, lower sales and higher asset 
values due to lower accumulated depreciation. 

As stores mature, profitability improves and ROI 
increases, generating earnings growth. 

Our investments are relatively young. 
Target's store space averages 4 years, while 
Metvyn’s is 6 years. With the addition of Marshall 
Field’s, the Department Store Division’s capital 
investment is also relatively young. Despite the 
lower initial ROI of new projects, we continue to 
invest aggressively in new projects because it 
increases long-term shareholder value. 


Return on investment 

1990 

1989 

1988 

Return 

Net earnings 

$ 412 

$ 410 

$ 287 

Interest expense - after tax (a) 

163 

152 

119 

Interest equivalent in operating leases 

- after tax (b) 25 

27 

24 

Earnings before financing costs 

$ 600 

$ 

$ 430 

Investment 

Working capital (c) 

$1,218 

$1,221 

$1,293 

Net property and equipment (d) 

3,323 

3,486 

3,106 

Other non-current assets 

54 

56 

62 

Present value of operating leases 

395 

414 

37 6 

Total investment at beginning of year 

$5,190 

$5,177 

$4,837 

Return on investment 

li.6% 

11.4% 

8.9% 

(?) Interest expense on bcginninR-nfivcir debt Bind 
<10 Assumes.after-tax in tercel cos ■ appinnirnniely 

caplud Leases 

6o' ■ r>n beginning ui year present value 

of opera line lease 

s for 1990, 


L989 wiJ ms. 

(f) Current assets non-interesi bearing ClmTCIU liabilities. 

(cl I 1 1 :i udt s : A\ ir* v, hvL-scS. 



HCi K; iW *:> 90 



RETURN ON 
INVESTMENT 

(Percent) 



son 11 Lil-viji -ft.,* in 
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FINANCIAL REVIEW 


INVESTMENT RATINGS 

LONG-TERM DEBT; 

Duff & Phelps A+ 

Moody’s A3 

Standard & Poor's ,4 

COMMERCIAL RAPES: 
Duff & Phelps D-l -r 
Moody’s P-2 

Standard & Poor's A-l 


CAPITALIZATION 


[Thousands) 



86 87 88 89 



■ Debt & Equivalents 

■ Total Capitalization 


CASH FLOW FROM 



Hr. 


87 


m *9 W 
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FINANCIAL POLICIES 

Capital structure decisions require balanc- 
ing the lower cost of debt capital with the bene¬ 
fits of maintaining financial flexibility. The 
following policies guide our financial philosophy; 

Maintain strong Investment grade ratings 

on debt. Our long-term debt is rated A+, A3 
and A by Duff & Phelps, Moody's and Standard & 
Poor's, respectively. Our commercial paper is 
rated D-l +, P-2 and A-l by Duff & Phelps, 
Moody's and Standard & Poor's, respectively. 

Maintain a debt ratio within a range of 

45% to 65%. Our debt ratio is conservatively 
defined. Debt and equivalents consist of long- 
and short-term debt, capital leases and the pre¬ 
sent value of operating leases which extend 
beyond one year. 

A debt ratio range enables management to 
respond to changes in the economic and retail 
environments. A debt ratio near the bottom of 
the range provides the financial capacity 
required to pursue strategic opportunities and 
continues to efficiently leverage shareholder 
investment. A debt ratio at the upper end of the 
range results from taking advantage of strategic 
opportunities. The increase in our debt ratio 
over the past several years reflects significant real 
estate acquisitions to facilitate Target’s rapid 
growth, our stock repurchase programs and the 
acquisition of Marshall Field's. 


Over the next five years, our debt ratio is 
expected to decline to approximately 55 %, even 
while we support significant additional growth. 
We are comfortable with our current leverage 
because cash flow generated from operations is 
strong and substantially exceeds our debt serv¬ 
ice. This debt is primarily long-term with an 
average maturity of 10 years and with fixed 
interest rates at an average rate of 9.4%. Without 
capital reinvestment, internal cash flow from 
earnings and the depreciation generated by 
owning the majority of our stores would permit 
repayment of all outstanding debt in approxi¬ 
mately five years. However, shareholder value is 
best served by continuing to invest in current 
strategies. 

Limit future capital expenditure commit¬ 
ments to projected internally generated 
funds. The allocation of funds is based on satis¬ 
factory current ROI performance and thorough 
evaluation of each major project. Capital is allo¬ 
cated first to remodeling existing stores, followed 
by opening new stores in existing markets and 
then to new stores in new markets. This priority 
protects existing market share and provides the 
best prospects for achieving profitable long-term 
growth. While our capital planning process pro¬ 
jects forward five years, only a small portion of 
1992 expenditures, and none of the 1993-1995 
investments, are committed at this time. If eco¬ 
nomic conditions deteriorate, we have the flexi¬ 
bility to defer or cancel the majority of our 
five-year capital plan. 


Debt Ratio 

1990 

1989 

1988 

Debt and equivalents 




Commercial paper 

$ 104 

$ 234 

$ 148 

Long-term debt (a) 

3,935 

2,582 

2,478 

Present value of operating leases 

413 

395 

414 

Total debt and equivalents 

$4,452 

$3,211 

$3,040 

Capitalization 




Debt and equivalents 

$4,452 

$3,211 

$3,040 

Deferred items and preferred stock, net 

372 

226 

276 

Common shareholders' investment 

2,048 

1,753 

1,861 

Total capitalization 

$6,872 

$5,190 

$5,177 

Debt Ratio 

65% 

62% 

59% 


(a) Includes capital leases and current portion of debt and capital leases. 



























FINANCIAL REVIEW 


CAPITAL INVESTMENT 

In 1990, capital investment totaled $ 1.79 
billion including 7 1.0S billion for t lie acquisition 
of Marshall Field s* Capital investment for 1991 is 
expected to approximate >1 bilHon. In addition 
to new stores, capital is invested in remodeling 


stores, improving distribution and upgrading sys¬ 
tems and technology. The majority of our capital 
investment continues to be allocated to Target 
and Mervyn's, due to their proven records ol suc¬ 
cessful expansion and profitable growth. 


Capital Investment 

1990 

1989 

1988 

Capital expenditures 

$1,740 

$603 

$681 

Present value of new operating leases 

48 

19 

56 

Total 

$1,788 

$622 

$737 


SHAREHOLDER RETURN 

Dividends. To complement our objective of 
providing shareholders with a superior return on 
their investment, it is our policy to make regular 
annual increases in common stock dividends. 

Dividends declared in 1990 increased 15% 
to $1.35 per share, compared with $1.17 per 
share declared in 1989- 

The quarterly dividend paid in the first 
quarter of 1991 was increased to $.36 per share, 
representing an annualized dividend of $1.44 per 
share. 


Market Price Per Share. The price of our 
common stock is determined by trading activity 
on the major stock exchanges. The price reflects 
the market’s view of our performance and 
prospects, as well as industry and general eco¬ 
nomic conditions. Our common stock closed at 
$6575 at February 2, 1991 compared with $61.75 
on February 3, 1990. This increase of 6% com¬ 
pares to an increase of 4% for the Standard & 
Poor’s 500 Index. 

On March 28, 1991 there were 12,680 
shareholders of record and the common stock 
price was $70 per share. 
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DIVIDENDS PER 
SHARE 



MARKET PRICE PER 
SHARE 

(Dollars) 



89 90 


■ Low 
M High 
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CONSOLIDATED RESULTS OF OPERATIONS 


D:tvron Hudson Corporation .in<l Subd desk's 

{ Millions of Dolla fs, fyccept A v S ha i v Data) 


1990 

1989 

1988 

Revenues 


$14,739 

$13,644 

$12,204 

Costs and Expenses 

Cost of retail sales, buying and occupancy 


10,652 

9,890 

8,980 

Selling, publicity and administrative 


2,478 

2,264 

2,038 

Depreciation 


369 

315 

290 

Interest expense, net 


325 

267 

218 

Taxes other than income taxes 


256 

230 

206 

Total Costs and Expenses 


14,080 

12,966 

11,732 

Earnings Before Income Taxes and 

Cumulative Effects of Accounting Changes 


659 

678 

472 

Provision for Income Taxes 


249 

268 

185 

Net Earnings Before Cumulative Effects 

of Accounting Changes 


410 

410 

287 

Cumulative Effects of Accounting Changes: 

Income taxes 


54 

- 

- 

Post retire merit health care benefits 


(52) 

- 

- 

Net Earnings 


$ 412 

$ 410 

$ 287 

Primary Earnings Per Share: 





Net Earnings Before Cumulative Effects 

of Accounting Changes 


$ 5-41 

$ 5.37 

% 3.45 

Cumulative Effects of Accounting Changes: 

Income taxes 


.76 

- 

- 

Postretiremen: health care benefits 


(-73) 

- 

- 

Net Earnings 


$ 5-44 

$ 5-37 

$ 3.45 

Fully Diluted Earnings Per Share: 

Net Earnings Before Cumulative Effects 

of Accounting Changes 


$ 5.17 

$ 5.35 

$ 3.45 

Cumulative Effects of Accounting Changes: 

Income taxes 


.72 

- 

- 

Postretirement health care benefits 


(■69) 

- 


Net Earnings 


$ 5.20 

S 5.35 

$ 3-45 

Average Common Shares Outstanding (Millions): 

Primary 


71.3 

76.3 

83.3 

Fully Diluted 


75.7 

76.6 

83.3 


ThC' financial staieniei rs .should hi- n-i.i in < > uijunetinn with t in- "vou-s and Analysis contained throughout pages 21-33. 
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NOTES AND ANALYSIS 


of Dollars', Exospi Per^Sh&re fkitit? 

ANALYSIS OF OPERATIONS 

Rcvcm tcs I n > m ppr three■jpefiwing dSyi»i i ms i ncftjaset i 1 3% 
in 1$90, on a 52-week basis, primarily due to the Corooration’s 
acquisition ofMarshai! Field's and other Store expansion. 
Gomp^rabie-stofe revetiues (toveriues from stores open longer 
than 12 months) rose 3%. These results follows total revenue 
increase of 14% and a comparable-store revenue increase of 6% 
in 1989. 

Net earnings of f■112 million for 1990 were comparable to 
$410 million in 1989. Earnings in 1989 rose 43% following a 26% 
increase in 1988. Fully diluted earnings per share were $5-20, 
a decrease of 3% following a 55% increase in 1989 and a 43% 
increase in 1988. The difference between the percentage changes 
in net earnings and fully diluted earnings per share is due to the 
impact of the convertible preferred stock and the impact of the 
1988 and 1989 stock repurchases. 

The 1990 earnings per share reflect solid performances from 
our base businesses and are after absorbing the negative impacts 
of $.23 per share for the Employee Stock Ownership Plan (ESOP), 
approximately $.10 per share for expenses associated with the 
acquisition of Marshall Field's (net of its profit contiibution) and 
an incremental >.49 per share of LIFO expense (excluding 
Marshall Field's UFO credit). 

The following table illustrates the impact of the major factors 
contributing to the change in fully diluted earnings per share since 
1988: 


Variance Analysis; 

1990 vs.1989 

]9H9 vs. 1988 

Prior vear’s fully tli.i ite . eaminus per share 
Lnange in hilly c eluted earning per share clue to 

$5-35 

$ 3.0 

Revenues 

91 

.66 

Gross margin rai e 

.04 

.60 

Operating expense rare 

(.67) 

.21 

EmpJoyce stock ownership plan, net (a) 

(.18) 

(05) 

Stock repurchase, net d>) 

- 

.22 

lmere-r .:xpe :se, net 

(-30) 

(.13 1 

Corporate expense and other factors, net 

.02 

.37 

Accounting chami',i X net 

-03 

- 

Fully diluted earnings per share 

$5.20 



(a) Includes the rnierest expense impact li nm the ESOP (as defined on page 22) 
anil the effect o i related share rvpuix lase. 

(b) inclu les the impact ofimereM incupted ras debt issued ti ; fimMKC non-CSOP 
stock repurchases fr>r 1989 and 1988. 

Changes in our revenue mix, primarily the result of the 
acquisition of Marshall Field's, affected changes in our revenues, 
gross margin rate and our operating expense rate for 1990. New 
revenues from Marshall Field's, a highc-c margin operation, result¬ 
ed in a higher i wvraiJ gross margin effect. This par'Lially under¬ 
states the impact of the weakened! economy on gross margin If 
the revenue mix had remained constant in 1990, the gross margin 
etfoct wiaul'd have been >c2ih 


In addition, the change in revenue mix atlo u.d thetipcrat- 
ing expense rate. Because of Marshall Reid's higher operating 
expense rate and the effect 0p0tie-iJmeaa|nisition-rekited 
i I ■.urges, the openit i rig expense i Lite wlls unfavorably affected. 

If the revenue mix bad remained conslarn m 1990 + the ofna ating 
expense rate would have affected net earnings per share ly (4,39) 

REVENUES 

All three operating divisions achieved revenue growth dur¬ 
ing 1990. Target’s growth was fueled by its aggressive expansion 
over the past few years. Revenue growth at Mervyn’s was due to 
increased com parable-store sales, remodeling of stores and con¬ 
tinued expansion within its existing markets. The Department 
Store Division's (DSD) revenue giov. ih was up sharply with the 
addition of Marshall Field's. 


Revenue Growth 

1990 


19 89 


1988 


All 

Stores 

Comp. 

Stores 

Ail 

Stores 

Comp. 

Stores 

All 

St on '.s 

i uinp 
Stores 

Target 

10% 

4% 

,7V: 

696 

19/ 

3% 

MervYn's 

6 

4 

12 

8 

7 

1 

dsd' 

41 

- 

5 

5 

9 

9 

Total* 

13% 

3% 

M% 

6% 

14% 

3% 


1989 was a 53-week year; percentages shown for 1990 and 1989 ^re on 
:l 52-week 

* Excludes Lei. hn ierv 


One measure used to evaluate store productivity Is revenues 
per square foot. Growth in 1990 revenues per square foot was 
affected by the weakened economy. DSD's decrease in revenues 
per square foot reflects due impact of Marshall Field’s lower sales 
per square foot, an area of future opportunity as a result of the 
acquisition. 


Revenues Per Square Foot* 

(dollars) 

: (unaudited) 

1990 

1989 

1988 

Target 

$198 

>197 

f 192 

Mervyn’s 

230 

224 

209 

OSD 

222 

233 

222 


' iliiriccn-month average retail square feet 


Finance charge revenues from sales using our internal credit 
cards are included in revenues. 


Internal Credit 

1990 

1989 

19S8 

Finance charge revenues 

$ 168 

16 L 

i i^7 

Joh. rnal CTedil sales 

3,083 

2,653 

2. =S? 


1 it-ii ■’ . in Co£i> li'aopit 
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NOTES AND ANALYSIS 


GROSS MARGIN RATE 

Our gross margin rare (excluding buying and occupancy 
costs) improved slightly during 1990. This improvement reflects 
the higher gross margin of Marshall Field's and an increase in 
gross margin at Target. This was partially offset by increased mark- 
downs at both Mervyn’s and the Department Stores due to the 
deteriorating economic conditions in the last half of 1990 and sub¬ 
stantially higher LIFO expense. 

Target’s gross margin rate improved as all stores moved to 
a modified promotional strategy and implemented tighter 
inventory controls, which was partially offset by higher LIFO 
expense. 

Mervyn’s gross margin rate declined, reflecting higher mark- 
downs, in response to increased promotions from competitors, 
and higher 1990 LIFO expense. 

DSD’s gross margin rate declined slightly due to increased 
markdowns necessitated by a highly competitive retail environ¬ 
ment, partially offset by Marshall Field's LIFO credit. 

Improvement in tine overall gross margin rate in 1989 com¬ 
pared with 1988 was primarily due to substantially lower 1989 
LIFO expense at all divisions, a lower markdown rate at Target and 
better inventory content and controls at Mervyn’s. 

OPERATING EXPENSE RATE 

Our overall operating expense rate increased substantially 
in 1990, a result of increasing expense rates at Target and the 
Department Store Division. 

Target’s operating expense rate increased, reflecting the imple¬ 
mentation of enhanced customer service programs which were 
not fully leveraged by sales increases due to the slowing economy. 

Mervyn’s operating expense rate improved for the fifth consec¬ 
utive year as a result of solid sales growth and continued emphasis 
on expense control. 

DSD’s operating expense rate increased substantially, primarily 
due to increases in operating expenses not matched by increases 
in sales, a result of the poor economic environment. Additionally, 
the operating expense rate was affected by higher depreciation 
and one-time charges related to the Marshall Field’s acquisition. 

The 1989 overall operating expense rate improved from 
1988. Continued aggressive expense control at Mervyn’s and 
strong sales gains at Target contributed to the improvement. 

Operating expenses include buying and occupancy costs, 
publicity and administrative expenses, depreciation and taxes 
other than income taxes. Rent expense, included in buying and 
occupancy, was $95 million, $90 million and $93 million in 1990, 

1989 and 1988, respectively. 


EMPLOYEE STOCIC OWNERSHIP PLAN 

An FSOP was established prior to the end of 1989 to 
enhance our employee benefit programs. The FSOP was funded 
through the issuanc e of convertible \ ireferred stock The impact of 
the employee stock ownership plan, as shown in the variance anal¬ 
ysis table, includes the net earnings impact associated with the 
ESOP, the impact of the October 1989 stock repurchase (including 
related interest expense) attributable to common stock equiva¬ 
lents for ESOP conversion requirements, the tax benefit related to 
the deductibility of preferred dividends and adjustments related to 
the fully diluted earnings per share calculation. 

STOCK REPURCHASES 

The Corporation repurchased shares of Its common stock in 
1989 and 1988. As a result of reducing the number of common 
shares outstanding, the stock repurchases favorably impacted 
earnings per share calculations in 1989. 

INTEREST EXPENSE 

Interest costs increased during 1990 due to higher levels of 
debt required for the continued growth at Target and Mervyn’s, 
and the Marshall Field’s acquisition. In 1990, $1.5 billion of new 
long-term debt was issued at an average interest rate of 9.7%, 
resulting in an average interest cost on total debt of 9.4% at year- 
end 1990. 


Components of Interest 
Expense, Net 

1990 

1989 

1988 

Interest on debt 

$309 

$267 

$214 

Interest on capital leases 

15 

15 

17 

Interest impact of ESOP* 

21 

1 

- 

Interest cost capitalized 

(8) 

(10) 

(7) 

Interest income 

(12) 

(6) 

(6) 

Net expense 

*325 

*267 

$218 


* Includes interest of $35 million and $2 million in 1990 and 1989, respectively, 
incurred on debt to finance the 1989 repurchase of common stock designated 
to satisfy future conversion requirements of the FSOP, offset by interest income 
received from the RSOP of $34 million and $2 million in 1990 and 1989, respec¬ 
tively. The ESOP expense for the Corporation consists of both contribution 
expense and interest expense; the interest expense portion was $20 million and 
$1 million in 1990 and 1989, respectively. 
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NOTES AND ANALYSIS 


COR FOR ATS EXPENSE AND OTHER 

Corporate expense* atid cither includes corpe irate headquar¬ 
ters expense, wtpomte chanLihle mmrihnfkins :md oilier 
iiiiscdfu icons iivn\>. 

in addition, it includes the operating resultsofLechmefe 
through September 30* 19® ihe effective riateofitssaleand, 
prior to 1#3 ? the net results of rest strategics. It also includes a 
5 10 r iilii ii vv*mi' 'r "T ; 9 >f .i >35 nr'T- ■■' k w i v- cm ,i Wished in 
l‘ »s8 for the di.sciii iumiation u| a test strategy. 


INCOME TAXES 


Elective tax rates lor the 
oral statutory rate as follows: 

pas! three year' 

s \ ary from 

f 1 le ted - 

Percent of timings 

Before Income Taxes 

1990 

19FW 

19 H8 

Statutory rate 

34.0% 

31 0% 

3 ■ 0% 

■Slat* i nc ■ Tiie taxes, 

ncr of federal lax benefit 

4.6 

4.3 

4.7 

Other 

f.8) 

1.2 

A 

Effective ', 3 x rate 

37.8% 

3 9 s ■. 

ao j % 


The lower tax rate in 1990 compared with 1989 and 1988 is 
primarily due to the tax benefit from the deductibility of dividends 
paid on the ESOP preferred stock. 

The components of the provision for income taxes for the 
past three years are as follows: 


Income Tax Provision/( Benefi t) 

1990 

m9 

19B8 

Current: 

Federal 

$218 

5231 

#175 

State 

49 

■F> 

39 


267 

277 

214 

Deferred: 

Federal 

(15) 

(8) 

(24) 

State 

(31 

m 

f5) 


(18) 

(9) 

(29) 

Total 

$249 

5268 

5 


The deferred tax provision is comprised of the following 
temporary differences: 


Deferred Tax Provision 

1990 

lyny 

198H 

Depreciation expense 

$ 19 

$ 24 

#31 

Installment sales deferred income 

(32) 

(33) 

(29) 

Test strategy reserve 

- 

11 

(13) 

Other 

(5) 

(ID 

■ 18) 

Provision fur deferred raxes 

$(18) 

> (9) 

#( 9) 


CUMULATIVE EFFECTS OF ACCOUNTING CHANGES 

\i fix: ht “ginning . »l lie 1990 I Is. i \v;n 1 s ■' nidi, ms < f 
Statement til J n - inc i Accounting Standards (8TAM Nn rid. 

' Aci i Hinting for Income Tales'were adopted. The Statement 
inquires the liuhilirv method of accounting fc» ini orne raxes tether 
til an tile deferred method pi?evSdiwly used The cumulative effort 
■i this icrocnting change was tp increase net earnings by $6 * mil¬ 
lion or $.72 per share. The impact of this accounting change oil 
the 1990 income nix provision was not man rial. 

The Corporation also changed to the accrual method of 
accounting for postretire merit health care benefits at the begin 
ning of fiscal year 1990. In prior years, expense was recognized 
when claims were paid. The projected benefit obligation of 8 18 
million fuel of tax) relating to prioi service cost was recognized as 
a cumulative effect of accounting change as of beginnings )f-yt ar 
1990. In December 1990, SFAS No. 106, “Employers’ Accounting 
for Postretirement Benefits Other Than Pensions,” was issued. 
Following this, the Corporation increased the beginning-ol-year 
net charge by $4 million. The method of accounting for postretire¬ 
ment health care benefits conforms to the provisions of the new 
standard. The total cumulative effect of this accounting change 
was to decrease net earnings by $82 million or $.69 per share. 

PER SHARE DATA 

Primary earnings per share are computed by dividing net 
earnings less dividend requirements on ESOP preferred stock by 
the average common stock and common stock equivalents out¬ 
standing during the period. Fully diluted earnings per share also 
assumes conversion of the ESOP preferred stock into common 
stock. Additionally, it assumes adjustment of net earnings for the 
additional expense required to fund the ESOP debt service result¬ 
ing from the assumed replacement of the ESOP preferred divi¬ 
dends with common stock dividends. The 1988 primary and fully 
diluted earnings per share computations are based upon weighted 
average shares outstanding as common stock equivalents did not 
materially dilute earnings per share. 


Tax legislation eliminated installment sales reporting with 
1990 being the last year of a four-year transition period. The types 
of temporary differences shown above are also ihose which give 
rise to the deferred income tax asset/liability. 
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[consolidated statements of financial position 


1 

Davton Huttawi C.c:rp:'Jration and Subsidiaries 

February 2, 

February 3, 

(Millions if Dolla rs) 

1991 

1990 

ASSETS 

Current Assets 

Cash and cash equivalents 

$ 92 

$ 103 

Accounts receivable 

1,407 

1,138 

Merchandise inventories 

2,016 

1,827 

Other 

143 

39 

Total Current Assets 

3,658 

3,107 

Property and Equipment 

Land 

723 

545 

Buildings and improvements 

3,455 

2,749 

Fixtures and equipment 

1,745 

1,422 

Construction-in-progress 

210 

157 

Accumulated depredation 

(1,608) 

(1,350) 

Net Property and Equipment 

4,525 

3,523 

Other 

341 

54 

Total Assets 

$8,524 

$6,684 

LIABILITIES AND COMMON SHAREHOLDERS' INVESTMENT 

Current Liabilities 

Commercial paper 

$ 104 

$ 234 

Accounts payable 

1,267 

1,166 

Accrued liabilities 

638 

536 

Income taxes - payable and current deferred 

160 

187 

Current portion of long-te r m debt 

253 

72 

Total Current Liabilities 

2,422 

2,195 

Long-Term Debt 

3,682 

2,510 

Deferred Income Taxes and Other 

347 

225 

Convertible Preferred Stock 

379 

379 

Loan to ESOP 

(354) 

(378) 

Common Shareholders 1 Investment 

Common stock 

71 

71 

Additional paid-in capital 

41 

34 

Retained earnings 

1,936 

1,648 

Total Common Shareholders' Investment 

2,048 

1,753 

Tota- liabilities and Common Shareholders’ Investment 

$8,524 

56,684 


The financial statements shnukl he read in c onjunction wi'h |h. Notes and Analysis cnntainec dm mghnut pago 21 nT 
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NOTES AND ANALYSIS 


(Millions qf Dollars, I ixa y v V V ■ ^ \ban ■ i \nia . 

CASH EQUIVALENTS 

Cjsf i eqiinak .1 s [■<■[iresetn st]tin-iemi i] tvesimcnts with a 
maturity of three months nr las at the time of pun. I use. Short¬ 
term investments -ire recoittednr CO$t, whic h trpproximates: market. 

ACCOUNTS RECEIVABLE 

Customer accounts receivable are classified as current assets 
and include some which are due after one year, consistent with 
industry practice. Accounts receivable generally are written off 
when any portion of the balance is 12 months past due, or when 
the required payments have not been received for six consecutive 
months. The allowance for doubtful accounts is based on past bad 
debt experience and on the ages of the various accounts. The 
allowance for doubtful accounts was $44 million and $37 million 
at year-end 1990 and 1989, respectively. 

inventories 

inventories and the related cost of sales are accounted for by 
the retail inventory accounting method using the last-in, first-out 
(LIFO) basis. Under this method, the cost of goods sold, as repott¬ 
ed in the Results of Operations, represents current cost, thereby 
reflecting the effect of rising prices associated with inflation. The 
accumulated LIFO provision was $200 million and 3169 million at 
year-end 1990 and 1989, respectively. 

PROPERTY AND EQUIPMENT 

Property and equipment is recorded at cost less accumulat¬ 
ed depreciation. For financial reporting, depreciation on property 
is computed using the straight-line method over estimated useful 
lives. Accelerated depreciation methods generally are used for 
income tax purposes. 

ACCOUNTS PAYABLE 

Outstanding drafts included in accounts payable were $296 
million and $276 million at year-end 1990 and 1989, respectively. 


ACQUISITION 

The acquisition of the common stock of Marshall: Field Sl 
Company w<es completed on June 23, 1990.1 he cash pnrcl .isc 
price was 112)5 hilli' in* v, ids the ir-jnsacrkm accounted fur using 
the purchase method of accounting. The acquisition was financed 
through a coi Vbination of internally generated funds and a mix of 
ciebt instalments. 

Marshall Field’s results of operations are included in the 
1990 financial statements from June 24, 1990, the effective date 
of the acquisition. The negative effect of the acquisition on 1990 
earnings per share was approximately $.10 per share, as Marshall 
Field’s profitable operating contribution was offset by interest on 
debt used to finance the acquisition. 

The following pro forma information reflects the combined 
operations of Marshall Field’s and Dayton Hudson Corporation 
assuming the acquisition had occurred at the beginning of each of 
the following periods: 


Pro Forma Information timrtitililb'd) 

199& 

1989 

Revenues 

$15,138 

*1T 33 

Nei earnings 

400 

388 

Fu h diluted .imin 14s per share 

5-03 

Sun 


The pro forma results do not necessarily represent results 
which would have occurred if the acquisition had taken place on 
the basis assumed above, nor are they necessarily indicative of the 
res nits of future combined operations. 

SALE OE LECHMERE 

Lechmere was sold in 1989 for approximately book value 
plus selling expenses. This transaction was not material to the 
consolidated financial statements. Operating results include 
Lechmere through September 30, 1989, the effective date of 
the sale. 

COMMITMENTS AND CONTINGENCIES 

Commitments for the purchase of real estate, construction 
of new facilities, remodeling of existing facilities and other 
equipment purchases amounted to approximately $186 million 
at February 2, 1991. 

Regular contact with the general public, other businesses 
and governmental entities subjects the Corporation to claims 
and litigation arising out of the ordinary course of business. 
Considering the insurance coverage in place for a pi ;n i<>n t f the 
claims and litigation, and noting that the ultimate consequences 
c anntit lx j accurately predicted, [imiagemenc and legal counsel 
believe that presently identified dab ns and litigation will not have 
a material adverse eflfet i on the Corporation’s operations or its 
fin am ial u mdinon. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 


Dayl 'ml 1 liidsoiL i nrpui Hion .ind ytibsidsancs 

{Mj/fritJ* tif .. r .:v■> 

1990 

19K9 

19K8 

Operating Activities 




Nec timings 

$ 412 

$410 

VIR7 

Reconciliation to aid flow; 

Depredation ai 1 • trdzarir>n 

372 

319 

292 

Deferred tax j injvis ion 

(20) 

(10) 

y29; 

[Snnreasei decrease in amnin-.s re- t vabk 

( 116 ) 

91 

(U9) 

(Increase) to inventory 

(36) 

(15.3) 

( 46 ) 

Increase hi accounts payable 

8 

no 

l 

(Decrease);increase in accrued liabilities 

(15) 

(29) 

127 

(Decrease)/!ncrease in income taxes payable 

(13) 

3/5 

36 

Other 

33 

(27) 

19 

Cash Flow Provided by Operations 

625 

7^9 

537 

Investing Activities 

Acquisition of Aiarshall Field's 

1,054 

- 

- 

Expenditures for property and equipment 

678 

619 

690 

Disposals of property and equipment 

(2) 

(231) 

(18) 

Cash Flow Required for Investing Ac tivities 

1,730 

385 

672 

Net Financing (Requirements)/Sources 

(1,105) 

354 

035) 

Financing Activities 

(Decrcase)/increase in commercial paper 

(130) 

86 

(205) 

Additions to long-term debt 

1,502 

242 

691 

Reductions of long-term debt 

(165) 

(125) 

(56) 

Repurchase of common stock 

- 

(440) 

(329) 

Dividends paid 

(116) 

(85) 

(85) 

Other 

3 

18 

(3) 

Cash Flow Provided/(Ilsed) by Financing Activities 

1,094 

(304) _ 

13 

Net (Decrease)/Increase in Cash and Cash Equivalents 

(11) 

50 

(122) 

Cash and cash equivalents at beginning of year 

103 

53 

175 

Cash and cash equivalents at end of year 

$ 92 

$103 

1 53 


Amounts in these statements are presented on a cash basis and therefore may differ from those shown in other sections of tins annual report. 
Supplemental cash flow information; 

■ Noncash investing and financing activities not reported in the Statements of Cash Flows include the 1989 issuance of 1379 million 
of ESOP preferred stock in consideration fora $379 million 15-year note from the ESOP. 

* The 1989 reconciliation of net earnings to cash flow and disposals of property includes the sale of JLerhmere. 

- Interest paid (including interest capitalized) in 1990, 1989 and 1988 was 5327 million, $269 million and $196 million, respectively. 

• Income tax payments of $257 million, $248 million and $179 million were made in 1990, 1989 and 1988, respectively. 

The financial statements should be read in conjunction with the Notes and Analysis contained throughout pages 21-33. 
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NOTES AND ANALYSIS 


(, 1 Who* is < ■ DuUars Lxci pf Per Shet tv Lhud) 

ANALYSIS OF CASH FLOW 

L;r- f i flow from operations was. $62$ million in 199Q. 
Together with nei proceeds from issuing $ 1.5 billion of debt* these 
cash fli iws funded the 11,05 blUl-on acquisition of Marshall Fiek 1% 
other L'£ipl|iil expenditures of $67 h million clehl principal pay¬ 
ments of ^ 165 miliil m arid s 11 • millH m of i ! ividen: is. 

LINES OF CREDIT 

At year-end, credit was available in the form of a five-year 
revolving credit agreement for $250 million with eight lending 
institutions, a three-year revolving credit agreement for $125 mil¬ 
lion with six lending institutions and a two-year revolving credit 
agreement for $ a 20 million with 22 lending institutions, 

A fee is paid for the availability of the revolving credit agree¬ 
ments and an option is available to borrow at the prime rate or 
other negotiated rates. In 1990 fees of $2 million were paid under 
these agreements. Fees in 1989 and 1988 were $1 million. There 
were no balances outstanding at February 2, 1991. 

commercial paper 

At February 2, 1991, $304 million in commercial paper was 
outstanding at a weighted average interest rate of 7.0%, including 
$200 million classified as long-term debt. Interest rate swaps were 
used to reduce interest rate risk by effectively fixing rates on $200 
million of variable-rate commercial paper. 

At February 2, 199% long-term revolving credit agreements 
supported the commercial paper. The Corporation intends the 
credit agreements to remain in effect for a period beyond one 
year. During the year, the average amount of commercial paper 
outstanding was $695 million, at a weighted average interest rate 
of 8.3%. 


LONG TERM OBLIGATIONS 

During 1930, we Issued J%> billion of king-RTtu debt due 

1994 i" 2020 at tales ranging from 7.3% to io.u f 

At year-end 1990 and 1989, long-mim debt, including capital 
lease (ihligatii j is. due I uy ■ md * u c war was 


Long-Term Debt 


Feb. 2, 1991 

III. 1990 

Commercial paper backed hy revL^lving 

c red if 

$ 200 

S 2fO 

7 1 r'4 % Lu 11 1, i V) .in LiellI nc.ivs and 
fund noies -uul debentures due 1991 

Sinki r if, 
h : 2620 

3,300 

2,1?5 

Other debt 


67 

69 

Capital lease oblige tuns 


115 

H 16 

Total 


$3,682 

$2,310 


Required principal payments on long-term debt over the 
next five yearn, excluding commercial paper and capital lease obli¬ 
gations, will be $247 million in 199 % $182 million in 1992, $246 
million in 1993, $147 million in 1994 and $247 million in 1995- 

As a condition of certain borrowings, related land, buildings 
and equipment have been pledged as collateral. At year end, 
approximately $73 million of property and equipment served as 
collateral for these loans. 

The present value of minimum lease payments for all operat¬ 
ing leases with initial terms of over one year was approximately 
$413 million at year-end 1990 and $395 million at year-end 1989. 
These present values were calculated using an average interest 
rate in the year of inception for each lease. A weighted average 
interest rate of 11% was used to calculate the 1990 and 1989 pres¬ 
ent values. 

Many of the long-term leases include options to renew, with 
renewal terms varying from five to 30 years. Certain leases also 
include options to purchase the p rope ay. Future minimum lease 
payments required under noncancellable lease agreements exist¬ 
ing at the end of 1990 were: 


Future Minimum Lease Payments 

Operating Leases 

Capital Leases 

1991 

J 04 

$ 21 

1992 

63 

20 

1993 

61 

19 

1994 

59 

18 

199- 

57 

18 

After 1995 

^58 

189 

Total future mum:turn Tciisi: payments 

1862 

283 

Less: Interest 


(157) 

Executory ousts 


(7) 

Capitalized lease obligations, indue ng current 



pi mk m of $6 


f 121 
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1 CONSOLIDATED STATEMENTS 

OF COMMON SHAREHOLDERS' INVESTMENT 

1 

Da non J li bon Corporal k -ii.mil! Sub-kli; tries 

(Mi fit i nis of Doikirs) 

Common 

Stock 

Additional 

Paid-in 

Capital 

Retained 

Karnings 

Total 

January 30, 198-ft 

$86 

823 

$ 1,877 

$1,986 

Consolidated net earnings 

- 

- 

287 

28 ~ 

Dividends declared 

- 

- 

(85) 

(85) 

Stock option activity 

- 

2 

- 

2 

Stock repurchase 

(8) 

- 

(321) 

6329) 

January 28, 1989 

78 

25 

1,758 

1,861 

Consolidated net earnings 

- 

- 

410 

410 

Dividends declared 

- 

- 

(87) 

(87) 

Stock option activity 

- 

9 

- 

9 

Stock repurchase 

(7) 

- 

(433) 

(440) 

February 3, 1990 

71 

34 

1,648 

1,753 

Consolidated net earnings 

- 

- 

412 

412 

Dividends declared 

- 

- 

(124) 

(124) 

Stock option activity 

- 

7 

- 

7 

February 2, 1991 

$71 

$4l 

$1,956 

$2,048 


Preferred Stock 

Authorized 5,000,000 shares: Series R ESOP Convertible Preferred Stock, $.01 par value, 438,124 shares issued and outstanding at February 2, 1991 and 438,353 shares 
issued and outstanding at February 3 T 1990 

Common Stock 

Authorized 500,000,000 shares $1.00 par value: 71,061,854 shares issued and outstanding at February 2, 1991 and 70,874,232 shares issued and outstanding at 
February 3, 1990. 

Junior Preferred Stock Rights 

h 1986, the Corporation dec In reel a distribution of preferred share repurchase rights. Terms of the plan provide for a distribution of one preferred share purchase 
right F r each outstanding share of Dayton find son common stock. Each right will entitle shareholders to buy one-hundredih of a share of a new series of junior par¬ 
ticipating preferred stock at an exercise price $ ii $150, subject to adjustment. The rights will be exercisable only if a person or group acquire* ownership of 20% or 
more of D&yton Hudson com non stock or an - iuia ■.■'< a tender offer to acquire 30% or more of the common stock. 

The financial statements should be read in conjunction with the Notes and Analysis contained throughout pages 21-33. 
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NOTES AND ANALYSIS 


r 1 l tillivris < V Dothi rs, /ixc<pi I ‘cr-Sba t e Dataj 

SHARE REPURCHASES 

During 1989, ^ million shares were repurchased at a pripe 
of $62.8 75 per share. During 1988, the repurchase of 8.2 million 
shirrs wa$ completed at an average price < -l -ib i >er share. 

STOCK OPTIONS AND PERFORMANCE SHARES 

The Corporation has a scol k option plan for xey employees. 
Grants have included stock options, performance shares or both. 
Options have included Incentive Stock Options, Non-Qualified 
Stock Options or a combination of the two. Twelve months after 
the grant date, 25% of the majority of options granted become 
exercisable with another 25% after each succeeding 12 months. 
These options are cumulatively exercisable and expire no later 
than 10 years after the date of the grant. Stock options are award¬ 
ed at fair market vaJue on the grant date and when exercised, 
proceeds are credited to common shareholders' investment and 
no expense is incurred. 

Performance shares pay cash and stock if certain selected 
performance goals are met at the end of a four-year period. 
Compensation expense on performance shares is recorded 
based on the current market price of the Corporation’s common 
stock and the extent to which the performance goals are being 
met. Expense of $3 million was recorded in 1990 and $2 million 
was recorded in both 1989 and 1988. 

The number of shares of unissued common stock reserved 
for future grants under the plan was 3,804,464 at the end of 1990 
and 4,015,502 at the end of 1989. 

Options ami Performance Shares Outstanding 


Option-. 



Number 


Price 

Shares 

Perform¬ 


of 


Per 

Exer¬ 

ance 


Shares 


Share 

cisable 

Share* 

January 30, 1968 

1,194,149 

$ 9.31 

- f 53.25 

713,808 

116,272 

Granted 

166,470 

35.19 

40.13 



Cancelled 

(75,248) 

33.8ft 

- 53.19 



Exercised 

( 1 08,038) 

9-31 

- 39.’’ i 



January 28, 1989 

1,177,333 

9.97 

- 53.25 

710,593 

138,868 

Granted 

240,111 

46.63 

62.56 



Cancelled 

(55,674) 

30.25 

- 53.19 



Exercised 

(263,885) 

9,97 

53.19 



February 3, 1990 

[097,885 

12.36 

62.56 

6*i.249 

174.556 

Granted 

174, tv 9 

69-56 

- 75.30 



Cancelled 

(3,034) 

35.19 

5V00 



Exercised 

(197.18E 

1236 

5319 



February 2, 1991 

1.072,349 

< 14.30 

- *75.50 

571,948 

219,091 


SUPPLEMENTAL RETIREMENT PLAN 

The Corporation sponsors » defined contribution employee 
benefit plan. Employees who meet certain eligibility requirements 
(based primarily on age and length of employment) can panic i- 
patc in die plan by setting aside up to 1 5% of rheir compensation. 
Prior to the end of 1989, the plan was enhanced to include an 
Employee Stock Ownership Plan (ESOP) which was implemented 
in April 1990. The provisions of the plan amendment increased 
the employer match from 50% to 100% of each employee's contri¬ 
bution up to 5% of total compensation. The Corporation’s contri¬ 
bution to the plan (the employer match) consists of contributions 
to the ESOP. 

The Corporation issued 438,353 shares of $.01 par value 
Series B ESOP Convertible Preferred Stock (ESOP preferred stock) 
at $864.60 per share to the concurrently established ESOP. The 
original issue value of the ESOP preferred stock is guaranteed 
by the Corporation with each share convertible into 10 shares of 
the Corporation’s common stock. Under certain limited circum¬ 
stances, the ESOP preferred stock may be redeemed at the option 
of the Corporation or the ESOP. The ESOP preferred shares have 
voting rights equal to the equivalent number of shares of common 
stock and are entitled to cumulative dividends of $56.20 per share 
each year. 

The Corporation loaned $379 million at a 9.2% interest rate 
to the ESOP with the loan maturing in 15 years. Proceeds from the 
loan were used by the ESOP to purchase the 438,353 shares of 
ESOP preferred stock. Contributions made to the ESOP, plus the 
dividends paid on the preferred stock held by the ESOP, are used 
to repay the Joan. 

In 1990, $30 million in contribution expense was recognized. 
The 1989 and 1988 plan expense was $11 million and $9 million, 
respectively. 


I tevir -fi hickon ttifprircn ■ 


29 

























NOTES AND ANALYSIS 


PENSION PLANS 

The Corporation has three defined benefit pension plans 
which cover all employees who meet certain requirements of age, 
length of service and hours worked per year. The benefits provid¬ 
ed are based upon years of service and the employee’s compensa¬ 
tion during the last five years of employment. 

Contributions to the pension plans, which are made solely 
by the Corporation, are determined by an outside actuarial firm. 
To compute net pension cost, the actuarial firm estimates the total 
benefits which will ultimately be paid to eligible employees and 
then allocates these costs to service periods. 

The period over which unrecognized pension costs and 
credits are amortized, including prior service costs and actuarial 
gains and losses, is based on the remaining service period for 
those employees expected to receive pension benefits. 


Components of Net Pension Credit 

1990 

1989 

1988 

Service cost-benefits earned 

during the period 

$15 

$ 1 \ 

110 

Interest cost on projected 

benefit obligation 

24 

22 

20 

Return on assets-actual 

4 

(55) 

(36) 

-deferred 

(33) 

28 

11 

Amortization of transitional asset 

(7) 

(8) 

(8) 

Net pension expensed■ :edit) 

$ 3 

«2) 

1(3) 


Actuarial Assumptions 

1990 

19RQ 

1988 

Discount rate 

8.8% 

8 .8% 

9.0% 

Expected long-term rate of return 

on plan assets 

9-5 

9.5 

9.5 

Average assumed rate of 

compensation increase 

7.0 

7.0 

6.9 


PD STRETI HE MINT HEALTH CARE BENEFITS 

In addition to providing pension and other supplemental 
benefits, certain health care benefits are provided for retired 
employees. Employees become eligible for these benefits if they 
meet minimum age and service requirements, are eligible for 
retirement benefits and if they agree to contribute a portion of the 
cost. The Corporation has the right to modify or terminate these 
benefits. 


Net Periodic Cost 

1990 

Service cost - benefits earned during the penod 

Interest cost on accumulated benefit 

$1 

7 

Net cost 

$8 


Accumulated Postretirement Benefit Obligation 

December 31, 1990 

Retirees 

Fully eligible active plan participants 

Other active plan participants 

$48 

28 

10 

Total accumulated postretiremei it benefit obligation 

$86 


A 15% increase in the cost of covered health care benefits 
was assumed for fiscal 1991. This rate is assumed to decrease 
incrementally to 9% after ten years and remain at that level there¬ 
after. The health care cost trend rate assumption has a significant 
effect on the amounts reported. For example, a 1% increase in the 
health care trend rate would increase the accumulated postretire- 
ment benefit obligation by $7 million at year-end 1990 and the net 
periodic cost by $1 million for the year. The weighted average dis¬ 
count rate used in determining the accumulated postretirement 
benefit obligation was 8.8%. 

The expense for post retirement health care benefits was 
approximately $4 million in 1989 and $2 million in 1988. 



December 31, 

Funded Status 

1990 

1989 

Actuarial present value of: 



Vested benefit obligation 

$216 

$211 

Accumulated benefit obligation 

228 

221 

Projected benefit obligation 

297 

274 

Fair market value of plan assets * 

306 

331 

Plan assets in excess of projected 



benefit obligation 

9 

57 

Unrecognized prior service cost 

6 

7 

Unrecognized net actuarial loss/fgairi) 

4 

(34) 

Unrecognized transitional asset 

(7) 

05) 

Prepaid pension asset 

$ 12 

$ 15 


' Clan assets consist primarily of equity securities anc fixed income securities. 
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BUSINESS SEGMENTS 


Ton! i operating profit in creased 3 • in 1990 as each ■ >perat- 
ing division contributed ar a record ! cv< !. Target posted ti> l6t h 
consecutive year of record operating profit with a 4% increase 
)ve last year, McfvytTs had a Increase ami DSD a 2% increase 

■ Targets increase in operating profit primarily reflected solid 
sales growth and an improved gross margin rate. 

MervyiTs operating orofii improvement reflected continued 
improvement in sales anc expense management. 

h DSD’s operating profit readier} a record level due to the 
increase in sales, a result < )f the acquisition of Marshall Field's, and 
Marshall Field’s LiFO credit. 

(Millions of Dollars) 

1990 

1989* 

1988 

1987 

1986 

1985 

Revenues 

Target 

$ 8,175 

$ 7,519 

$ 6,331 

$ 5,306 

$4,355 

$3,931 

Mervyn’s 

4,055 

3,858 

3,411 

3,183 

2,862 

2,527 

Department Store Division 

2,509 

1,801 

1,693 

1,552 

1,566 

1,448 

Other 

- 

466 

769 

636 

476 

349 

Total 

$14,739 

$13,644 

$12,204 

$10,677 

$9,259 

$8,255 

Operating profit 

Target 

$ 466 

$ 449 

$ 341 

$ 323 

$ 311 

$ 278 

Mervyn’s 

366 

358 

256 

150 

160 

245 

Department Store Division 

183 

179 

159 

122 

166 

122 

Total 

1,015 

986 

756 

595 

637 

645 

Interest expense, net 

325 

267 

218 

152 

118 

100 

Corporate and other 

31 

4l 

66 

44 

25 

27 

Earnings before income taxes 

$ 659 

$ 678 

J 472 

$ 399 

$ 494 

S 518 

Operating profit as a percent of revenues 

Target 

5-7% 

6.0% 

5.4% 

6.1% 

7.1% 

7.1% 

Mervyn’s 

9-0 

9.3 

7.5 

4.7 

5.6 

9.7 

Department Store Division 

7.3 

in.n 

94 

7.9 

10.6 

8.4 

Assets 

Target 

$ 3,722 

$ 3,505 

$ 2,982 

$ 2,638 

$2,179 

$1,519 

Mervyn’s 

2,439 

2,260 

2,166 

2,114 

1,817 

1,615 

Department Store Division 

2,261 

838 

808 

761 

739 

738 

Corporate and other 

102 

81 

567 

563 

547 

546 

Total 

$ 8,524 

$ 6,684 

$ 6,523 

t 6,076 

$5,282 

$4,418 

Depreciation 

Target 

$ 190 

$ 170 

$ 146 

$ 103 

$ 76 

$ 70 

Mervyn’s 

107 

98 

91 

82 

68 

54 

Department Store Division 

69 

34 

33 

30 

28 

27 

Corporate and other 

3 

13 

20 

16 

11 

7 

Total 

$ 369 

1 315 

o 

C\ 

CM 

$ 231 

$ 183 

$ 158 

Capital expenditures 

Target 

$ 374 

$ 414 

$ 457 

$ 501 

$ 598 

$ 138 

Mervyn’s 

210 

133 

154 

207 

243 

177 

Department Store Division 

1,155 

37 

31 

49 

31 

37 

Corpt irate and other 

1 

19 

39 

82 

69 

51 

Total 

$ 1,740 

$ (.03 

S 681 

$ b39 

$ 941 

'■ 403 


' Consisted of 53 weeks. 

Other includes Lechmere through September 1989. 
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QUARTERLY RESULTS 


(Millions of Dollars, Except Per-Share Data) (Unaudited) 

The Corporation reported a double-digit increase in total 
revenues and a moderate increase in com parable-store revenues 
in all four quarters of 1990, However, m ' earnings for rhe second 
half of 1990 were below last year’s record earnings primarily due 
to difficult economic conditions. 

The same accounting policies are folio we i in preparing 
quarterly financial data as are followed in preparing annual data: 


Costs directly associated with revenues, such as cost of goods 
sold and additional rent on leased stores, are allocated based 
on revenues. 

Certain other costs not directly associated with revenues, such 
as benefit plan expenses, bonuses, costs of opening new stores 
and real estate taxes, are allocated evenly throughout the year. 

The table below summarizes results by quarter: 




First Quarter 

1990 1989 


Second Quarter 
1990 1989 

Third Quarter 

1990 1989 

Fourth Quarter 
1990 1989 


Total 9 
1990 

oar 

1989 

Revenues 

$3,007 

$2,826 

$3,242 

$3,097 

$3,625 

$3,236 

$4,865 

% a. tB 5 

$14,739 

i 

13,644 

Gross Profit (a) 

$ 

840 

£ 768 

$ 

883 

5 832 

$1,007 

$ 80~ 

$1,357 

51.287 

| 

4.087 

* 

3.754 

Net Earnings Before 

Cumulative Effects of 
Accounting Changes 

$ 

58 

f 40 

$ 

59 

* 56 

$ 58 

S 64 

$ 235 

$ 25H 

$ 

410 

$ 

430 

Nel Earnings 

$ 

60 (d) 

f 40 

$ 

59 

$ 56 

$ 5« 

$ 64 

$ 235 

* 250 

J 

412 

$ 

410 

Fully Diluted Earnmgs 

Per Share before 
Cumulative Effect 
of Accounting 
■Changes (b) 

$ 

-70 

$ .51 

$ 

.73 

$ .72 

$ .70 

1 83 

$ 3.05 

* 3.45 

$ 

5.17 

$ 

535 

Fully Diluted Earnings 

Per Share (IT) 

$ 

.73 (d) 

t si 

$ 

.73 

$ 72 

$ .70 

> 85 

$ 3.05 

$ 3.4S 

$ 

520 

t 

535 

Fully Diluted Averages 
Common Shares 
Outstanding 
(Millions) (c) 


75.7 

111 


75-7 

77.7 

75-6 

77.5 

75-7 

72.3 


75-7 


76.6 

Quarterly Dividend 

Declared Per Share 

$ 

-33 

$ .28 

$ 

.33 

$ .28 

$ -33 

$ .28 

$ .36 

$ .33 

$ 

1.35 

$ 

1.17 

Common Stock Price (c) 

High 

Low 

$ 

7174 

61 

t 48 

44 

$ 

7878 

66-Vi 

$ 58 

4" il h 

$ 6472 

47 

$ 64 

5"V S 

$ 657* 

477s 

$ 66-Vm 

58'/s 

$ 

78 Vs 

47 

$ 

66 -Vs 
43 


(a) Gross profit is revenues Jess cost of retail sales, buying and occupancy. 

(b) Fully diluted earnings per share are computed independently for each of the quarters presented. The sum of the quarterly earnings per share may not equal the 
total-year amount due to the impact of changes in quarterly average shares outstanding. 

(c) Fully diluted common shares outstanding for all of 1990 and for fourth quarter and total year 1989 include the effect of common stock equivalents and assumed 
conversion of the ESOP preferred stock since date of issuance. Fully diluted average common shares outstanding for the first three quarters of 1989 are as 
originally reported, 

(d) First quarter 1990 net earnings and fully diluted earnings per share have been restated by $4 million and C05 per share, respectively, to reflect final accounting 
adjustments related to the adoption of SFAS No. 106. 

(e) Dayton Hudson Corporation's common stock is listed on the New York Stock Exchange and the Pacific Stock Exchange. 


The following table shows quarterly last-in, first-out (UFO) 
expense and its impact on fully diluted earnings per share; 


LIFO Expense/(Credit)* 

1990 


1989 


JO 88 



Per 


Per 


Per 

Quarter 

Total 

Share 

Total 

Share 

Total 

Share 

First 

$15 

1-13 

515 

ill 

H2 

f-09 

Second 

15 

.12 

13 

.11 

14 

.10 

Third 

4 

.03 

4 

03 

10 

07 

Fourth 

(3) 

(-03) 

(32) 

f 26) 

$ 

06 

Torn! year 

$31 

$.25 

f 

S 

.5 i 4 

1.32 


UFO expenso/(credit) per share is computed basei.I on fully diluted average 
shares outstanding during each period. The sum of quarterly JiFO expense per 
share may not equal the ti val-year amount due to the impact of changes in 
average shares outstanding. 


The allocation of LIFO expense is adjusted each quarter for 
changes in estimates of the retail inflation rate, inventory levels 
and markup levels. In die fourth quarter, a final adjustment is 
recorded for the difference between the prior quarters' estimates 
and actual LIFO expense. The increase in the 1990 LIFO provision 
is due primarily to a higher retail inventory inflation rate relative to 
a flat retail inflation rate in 1989 The 1990 LIFO provision was net 
of a LIFO credit, the result of the acquisition of Marshal) Field's. 

In 1989, the fourth quarter LIFO credit reflects a significantly 
lower than anticipated retail inventory inflation rate. The 1988 LIFO 
provision reflects a higher inflation rate and smaller growth in 
inventory levels due to fewer new store openings. 
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SUMMARY OF ACCOUNTING POLICIES 


REPORT OF INDEPENDENT AUDITORS 


■ Consolidation. The financial statements Include the Recounts 
of Dayton Hudson Corporation and subsidiaries after ■eitoinabon 
ofrnatefial interromp&riy ba la nces and transactions. All sub¬ 
sidiaries are w11. .Ily owno I 


Fiscal Year. Our fiscal vea rends on the Saturday he i e^it 
January 31. 


Fiscal Year 

Ei i Jed 

Weeks 

iyyu 

February 2, 1991 

52 

19"9 

February 3, 1990 

53 

19*8 

fanuarv 28, 1989 

52 


Unless otherwise stated, references to years in this report 
: elate to fiscal years rather than to calendar years. 

Reclassifications. Various reclassifications have been made to 
the previously reported 1989 and 1988 amounts to conform with 
the 1990 presentation. 


T-nnl of Direct! * r -. and Shared T li s 
Dayn hi I Tndsi u: C A irporutM 11 ■ 

We have audited the accompanying consolidated statements 
of financial |_x>sition of Dayton Hudson Corporation am i sub¬ 
sidiaries as ol February 2, 1991 and February ■, 1990, and die relat¬ 
ed consolidated results of operations., cash flows and commo i 
shareholders 1 investment for each of the ihree years in the period 
ended February 2, 1991. These financial statements are the respon¬ 
sibility of the Corporation’s management. Our responsibility 
is to express an opinion on these financial statements based on 
our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and signi¬ 
ficant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above 
present fairly, in all material respects, the consolidated financial 
position of Dayton Hudson Corporation and subsidiaries at 
February 2, 1991 and February 3, 1990, and the consolidated 
results of their operations and cash flows for each of the three 
years in the period ended February 2, 1991, in conformity with 
generally accepted accounting principles. 

As discussed in the notes to the financial statements, in 1990 
the Corporation changed its method of accounting for income 
taxes and postretirement health care benefits. 



Minneapolis, Minnesota 
March 22, 1991 
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SUMMARY FINANCIAL AND OPERATING DATA 


Dayton Hudson Corporation and Subsidiaries 












(Million* ttf D*.dUm t Excvpt Pt’> Share Data) 

1990 

1989(3) 

1988 

198 

1 986 

1985 

1984(a) 

)85 

1982 

19b L 

1980 

Income Statement Data 

Revert ues 

$ 14.739 

J3 t 64 t 

12-204 

10.677 

9,269 

H.255 

7,519 

r- ft 

5,286 

4-24 

3a 78 

Cost of retail sales, buying and ■ jeeupanry 

$10,652 

9,890 

8,980 

7,950 

6,778 

5.977 

5,4-62 

4.709 

3.774 

3.326 

2.722 

Selling, publicity and administrative 

$ 2,478 

2 loi 

2,038 

1,769 

1,538 

1,36.0 

J 234 

1 080 

^02 

826 

690 

DiL'preri.kLion 

$ 369 

3 5 

290 

281 

m 

158 

1 -a 5 

25 

99 

85 

62 

Interest expense, net 

$ 325 

267 

218 

152 

118 

.100 

98 

86 

65 

47 

14 

Earnings from continuing operations 
before inc ome 

$ 659 

67g 

472 

399 

^94 

518 

453 

416 

358 

261 

230 

1 ncome taxes 

$ 249 

268 

185 

171 

239 

237 

208 

189 

165 

116 

103 

Net earnings: Continuing (b) 

$ 410 

410 

287 

228 

255 

281 

245 

227 

193 

145 

127 

Consolidated (c) 

$ 412 

410 

287 

228 

310 

284 

259 

2.46 

207 

173 

147 

Financial Position Data 

Working capital 

$ 1,236 

912 

978 

922 

1,193 

1,130 

Q73 

ftc8Q 

718 

509 

381 

Property and equipment 

$ 4,525 

3,523 

3,486 

3,106 

2,517 

1,770 

1,534 

1 t23 

1,237 

1,072 

927 

Total assets 

$ 8,524 

6,684 

6,523 

6,076 

5,282 

4,418 

3,800 

3,595 

2,985 

2,555 

2,155 

Long-term debt 

$ 3,682 

2,510 

2,383 

1,819 

1,377 

922 

750 

751 

631 

■128 

317 

Convertible preferred stock 

$ 379 

379 

- 

- 

- 

- 

- 

- 


- 

- 

Common silarehcskiers’ investment 

$ 2,048 

1,753 

1,861 

1.986 

2,180 

1,948 

1,737 

1,540 

1,349 

1,193 

1,066 


Per Common Share Data 


Fully diluted nut earnings per share: 


Continuing (b) 

$ 

5-17 

5.35 

3.45 

2 II 

2.62 

2.H9 

2.54 

2.35 

2.00 

1 51 

1.33 

Consolidated (e) 

$ 

5.20 

5.35 

3.45 

2.41 

3.19 

2.92 

2.68 

2.54 

2.15 

1.81 

1-54 

(dish divider!, declared! 

$ 

1.35 

1.17 

1.0492 

.94 % 

.86 

78 V 2 

69 V 2 

.62 % 

.57)2 

.52 V 2 

47 l /2 

Market price - high 

$ 

787g 

66% 

4 5 Vs 

63 

58 Va 

*8'V4 

37 % 

40 5 /s 

32 l / 8 

15 V 4 

13 Vs 

Marker price - low 

$ 

47 

43 

31 Vs 

21 Vi 

40 

35 V 4 

26% 

26(3 

13 Vi 

10'* 

9 Vs 

Common sharuii.-ukk.TS’ invusLment 

$ 

28.82 

24.73 

23.97 

23.15 

22.38 

20.04 

1 90 

1591 

13.98 

12.41 

li 14 

Other Data 


Return on beginning equity 

(common shareholders’ investment): 


Continuing 

22 .0% 

22.0 

14.5 

10.5 

13.1 

16.2 

15.9 

16.8 

16.1 

13.6 

13.2 

Consolidated 

22 .1% 

22.0 

14.5 

10.5 

159 

16.3 

16.8 

18.2 

17.3 

16.3 

15.2 

Average common shares oLMsrzmdii g (millii ms) 

71.0 

759 

83.3 

94 .H 

97.3 

97.1 

96.9 

%.6 

96.2 

95 8 

95.2 


Fully diluted average common shares 


outstanding (millions) 

75-7 

76.6 

83.3 

94.8 

973 

97.1 

96.9 

96.6 

962 

95.8 

95.2 

Capital ex per - ftures 

$ 1,740 

603 

681 

839 

941 

403 

336 

321 

268 

238 

247 

Number of stores: Target 

420 

399 

341 

317 

246 

226 

215 

205 

167 

151 

137 

Mervyn’s 

227 

221 

213 

199 

175 

148 

126 

109 

92 

80 

69 

Depanmei 1 Store Division 

61 

37 

37 

37 

37 

37 

36 

36 

35 

35 

34 

Total square footage (thousands) 

73,769 

65,191 

58,596 

55,028 

45,890 

42,051 

38,956 

36,602 

31,422 

29,453 

z'Ood 

N umber c fl employees 

l6| t 215 

144,267 

127,766 

lii008 

11.1 492 

98,086 

1GLJ0G 

93,585 

85,433 

79,720 

72,088 


The Summary Financial am i Operatii ij Data shi mid bt i jad in conjunction w lib the [ : nanci il Statements, Notes ind Analysis on j Mges 20-33. Per-share amounts and shares 
outstanding reflect two-for-one common :ock splits effective July 1983 and November 1981. 

(a) Consisted of 53 weeks. 

ib) Before extraordinary item and cumuli t ivc effects of accounting changes. 

(c) Includes discontinued operations of n a! estate for 1980-1981, B Dalton Bookseller for 1980-1986 an i the gam on sale of B. Dalton Bookseller in 1986. Includes 

ext raordinary charge of $32 million \ S 33 per share) related to debt repurchase in 1986. Includes cumulative effects of accounting changes, net, of $2 million ($.03 per 
share) in 1990, 
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STORES AND LOCATIONS 


Target locations 





Retail Sq. Ft 
in thousands 

No 
of stores 

Arizona 

1,344 

13 

Arkansas 

288 

3 

Csi lift M'nia 

10,579 

102 

Colorado 

1,858 

18 

Florida 

533 

6 

Georgia 

1,471 

15 

Idaho 

105 

1 

Illinois 

0 07 

7 

Indiana 

2,573 

30 

Iowa 

1,330 

16 

Kansas 

305 

3 

Kentucky 

529 

6 

Lou isiana 

202 

2 

Michigan 

3,001 

29 

Minnesota 

2,745 

23 

Missouri 

841 

8 

Mi miana 

183 

2 

Nebraska 

400 

4 

Nevada 

504 

5 

New Mexico 

315 

3 

North Carolina 

a79 

5 

North. Dakota 

386 

4 

Ohio 

394 

4 

Oklahoma 

780 

8 


Retail Sq Ft. No 

in thousands o f sto res 


Oregon 

828 

ft 

South Carolina 

297 

9 

South Dakota 

201 

2 

Tennessee 

1,057 

11 

Texas 

5,086 

50 

Washington 

1,517 

15 

Wisconsin 

1,321 

12 

Wyoming 

182 

2 

Total 

42,241 

420 

Major Markets 




Greater Los Angeles 

56 

Minneapolis/St, Paul 

20 

Dallas/Ft. Worth 

15 

Detroit 

15 

Houston 

15 

Atlanta 

14 

San Francisco Bay Area 

14 

Denver 

12 

San Diego 

12 

Phoenix 

11 

Indianapolis 

10 


NUMBER OF STORES 



Mervyn 7 locations 




Department Store locations 


MERVYN'S 


Retail Sq. Ft. 


No. 



in thousands 

of stores 

Major Markets 


Arizona 

993 

12 

Greater Los Angeles 

39 

California 

8,009 

104 

San Francisco Bay Area 

21 

Colorado 

850 

n 

Dallas/Ft. Worth 

13 

Florida 

76 

1 

San Diego 

10 

Georgia 

476 

6 

Detroit 

9 

Idaho 

83 

1 

Flouston 

9 

Louisiana 

538 

7 

Phoenix 

8 

Michigan 

995 

13 

Atlanta 

6 

Nevada 

923 

6 

Denver 

6 

New Mexico 

ISO 

2 

Sacramento 

6 

Oklahoma 

270 

3 

Salt Lake City 

6 

Oregon 

504 

6 

Seattle/Tacoma 

6 

Texas 

3,117 

38 



Utah 

531 

6 



Washington 

92ft 

11 



Total 

17,973 

227 



DEPARTMENT STORE 

DIVISION 



Retail Sq , Ft. 

No. 

Retail Sq. Ft. 

No. 


in thousands 

of stores 

in thousands 

of stores 

Hudson's 



Texas 721 

4 

Indiana 

246 

2 

Wisconsin 904 

4 

Michigan 

4,21ft 

17 



Ohio 

.187 

1 

Total 13,555 

61 

Dayton's 



Major Markets 


Minnesota 

2,632 

12 


——— 

North Dakota 

299 

3 

Chicago 

14 

Soulh Dakota 

102 

1 

Minneapolis H St, Paul 

10 

Wist on sin 

101 

1 

Detroit 

9 

Marshall Field's 




Illinois 

3,944 

15 

Total all Stores 

708 

Ohio 

201 

1 

Total retail square feet 

73,769 


NUMBER OF STORES 



Hrt 8’’ Ht? ftfl 


NUMBER OF STORES 



86 87 88 89 90 


= Major Markets 
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DIRECTORS AND MANAGEMENT 
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Standing, left to right: John A Roitwagen, Michele j. Hooper , Kenneth A Macke. 
Seated, left to right: Rand V, Araskog Bruce K. Mactxnay. 
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Standing, left to right: David T. Kearns, David T. McHmghlm, Roger A. Enrico: 
Seated\ left to right: Betty Ruth Hollander, Robert A Burnett 
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Standing, left to right: Stephen E. Watson, Donald j. Hall, Livio DeSimone, 

Seated\ left to right. Mary Patterson McPherson, Roger L Hale. 


DIRECTORS 

Rand V. Araskog, 59 

Chairman and 
Chief Executive Officer. 

ITT Corporation 

(diversified multinational company) 

(1X3)(5) 

After serving six years in the Office of 
the Secretary of Defense, Mr. Araskog 
worked in the defense businesses of 
Honeywell, Ine. He joined ITT in 1966 
and, after advancing through various 
management positions, was named 
president and chief executive officer in 
1979 and chairman in 1980. 

Robert A. Burnett, 63 

Chairman, 

Meredith Corporation 
(media company engaged in print¬ 
ing , publishing, broadcasting and 
real estate) (V) (ft) (ft) 

Mr. Burnett joined Meredith 
Corporation in 1952. After advancing 
in the Better Homes and Cardens 
magazine operation, he served as 
Meredith’s chief executive officer from 
1977 to 1989 and was elected chair¬ 
man in 1988. 

Livio D. DeSimone, 54 

Executive Vice President ' 

CM Company 

(diversified manufacturer) {1 )(2)(5) 
Mr. DeSimone’s 3M career spans various 
international and domestic positions 
beginning in 1957. He was elected 
executive vice president in 1981. 

Roger A. Enrico, 46 

Chairman and 
Chief Executive Officer , 

Friio-Ury, Inc. 

(food manufacturer, subsidiary of 
PepsiCo, inc ) 

(1)(2)(4) 

Mr. Enrico held various domestic anti 
international management positions 
after joining PepsiCo in 1971. After 
sawing us preside 1 nt anti chief execu¬ 
tive officer of Pepsi Cola Company, lie 
was named president and chief execu¬ 
tive officer of PepsiCo Worldwide 
Beverages in 1986, He was named to 
his current position in early 199 E 
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Roger L. Hale, 56 

President and 

Chief Executive Officer 

TENNANT 

(indust riaf equipment manufacturer) 

0X4) (5) 

In his 30-year career at TENNANT, Mr. 
Hale has held management positions 
in systems, corporate development 
and international operations. He was 
elected chief executive officer in 1976. 

Donald J. Hall, 62 

Chairman, 

Hallmark Cards, Incorporated (greet¬ 
ing card manufacturer) (\)(Z)(5) 

Mr. Hall joined Hallmark in 1953. After 
his election to Hallmark’s board of 
directors in 1956, he held a succession 
of management positions culminating 
in his serving as chief executive officer 
from 1966 to 1985 and his election as 
chairman in 1983 

Betty Ruth Hollander, 61 

Chairman and 
Chief Executive Officer, 

The Omega Group, Inc , 

(manufacturer of scientific 
measurement and control dei ices 
and systems, technical publishing, 
and ind ust Hal and commercial real 
estate development) (Y){3 )(4) 

Ms. Hollander founded Omega 
Engineering anti was elected presi¬ 
dent in 1962. She began serving as 
chairman and chief executive officer 
of'the Omega Group in 1978- 

Mi chele J, Hooper, 39 

President, 

Baxter Corporation 
(health care and labor a tor); supplies 
provider , subsidiary of Baxter 
International) (1) (2) (5) 

Prior to her appointment as president 
in 1988. Ms. Hooper served as vice 
president, corporate planning, for 
Baxter International in Deerfield, 
Illinois. She joined Baxter in 1976. 

David T, Kearns, 60 

Chairman , 

Xerox Corporation 
(businessproducts and systems, and 
financial service business) (1)(2)(3) 
After joining Xerox in 1971, Mr. Kearns 
served in vanous management positions 
in domestic and international opera¬ 
tions. He was ranted chief executive 
officer in 1982 and chairman in 1985- 

Kenneth A. Macke, 52 

Chairman and 

Chief Executive Officer (1) 

Mr. Macke joined Dayton’s as a mer¬ 
chandise trainee and advanced 
through vanous management posi¬ 
tions at Dayton s and, later, served in 
top positions at Target. He was elect¬ 
ed chief executive officer of the Corpo¬ 
ration in 1983 and chairman in 1984, 







Bruce K. MacLaury, 59 

President. 

The Brookings Institution 
(research and education organiza¬ 
tion) (1)(3)(5) 

Following positions at the Federal 
Reserve Banks of New York and 
Minneapolis and [he U S, Treasury, 

Mr, MacLaury became president of 
The Brookings Jnsu tution in 1977. 

David T. McLaughlin, 58 

President , 

The Aspen institute 

(institute for leadership development) 
(1)<2)(4)' 

Mr. McLaughlin served as chairman 
and chief executive officer of rhe 
Minneapolis-based Toro Company and 
as president of Dartmouth College be¬ 
fore becoming president of The Aspen 
Institute in 1987 

Mary Patterson McPherson, 55 

President \ 

Bryn Mawr College 
(institute for higher learning) 
( 0 ( 29 ( 4 )' 

Ms, Patterson McPherson joined the 
Bryn Mawr faculty in 1961 and advanced 
through various administrative posi¬ 
tions. She was named acting president 
in 1976 and became president in 1.978. 

John A. Roll wag en, 50 

Chairman and 
Chief Executive Officer. 

Cray Research, Inc , 

(manufacturer of super computers) 

0 )< 3 )( 5 ) 

Mr, Rollvvagen began his career in 1968 
bv joining International Time Sharing, 
Inc. He joined Cray Research in 1975 
and served in various management 
positions He was elected chief executivc 
officer in 1980 and chairman in 1981. 

Stephen E. Watson, 46 

President 

Mr. Watson joined Dayton’s in 1973 as 
a merchandise trainee anti advanced 
through several manage!nan positions. 
He was named chairman and chief ex¬ 
ecutive officer of the Department Store 
Division in 1985 and was elected presi¬ 
dent of the Corporation in 1990 

(T) Executive Committee 
(£) Audit Committee 
(3) Compensation Committee 
( i) Corporate Resp-onsihriry 
Committee 

(5) Finance*Committee 


OFFICERS 

Kenneth A. Macke 52 

Chairman and Chief Executive 
Officer 

Stephen E. Watson* A, 46 

Pres idem 

James T. Hale : " +. 50 

Senior Vice President, 

General Counsel and Secret an' 

Mr. Hale joined the Corporation in 
J981 following positions in private law 
practice and at General Mills. 

Willard C. Shull, 111* + , 50 

Senior Vice President , 

Chief financial Officer 
Since joining the Corporation in 1971, 
Mr. Shull has held various financial 
management positions until being 
named to his present position in 1979. 

Edwin H. Wingate*, 58 

Senior Vice President, 

Personnel 

Mr. Wingate began his professional 
career in 195 ( ^ and served as a human 
resource executive for several promi¬ 
nent corporations. He joined the 
Corporation in 1980 and was .shortly 
thereafter named to his current position. 

Arm H. Barkelew,, 56 

Vice President, 

Corporate Public Relations 
Before joining the Corporation in 
1982, Ms. Barkelew held senior public 
relations positions for 20 years, most 
recently-ate Mu using wear. Inc. 

Larry E. Carlson, 47 

Vice President, 

Research and Planning 
Mr Carlson joined the Corporation in 
190) and served in various market 
planning and research positions tin til 
apppointment to his present position 
in I9B~~ 

Karol D. Emmerich -, 42 

Vice President\ Treasurer and 
Chief Accounting Officer 
Ms Emmerich joined the Corporation 
in 1972 and advanced through various 
financial management positions culmi¬ 
nating in her appointment, as v ice 
president, treasurer, m 1980 and chief 
accounting officer in Id 89 

L. Fred Hamacher, 52 

Vice President. 

Compensation and Benefits 
Following six years as an insurance 
+Kci'iii j\e, Mr Hamcv her framed the 
Corporation in 19 0 and assumed his 
present responsibilities in 1984. 


William E. Harder, 58 

Vice President and Assistant Secretary 
Following positions in lour id UoFi and 
private law practice, Mr. Harder joined 
the Corporation in 1969 He was 
named to his current post in 1981. 

James R. Eckmann, 40 

Assist ant Ti easieret ■ 

Mr. Eckmann began his career with 
the Corporation in 1975 ancl, after ad¬ 
vancing through several investment 
positions, was named to his current 
title in 1986- 

William P. Hise, 54 

Ass ista n t Secret a ry 
Before joining the Corporation m 
1971, Mr. Hi sc practiced law in the 
real estate development industry 

OPERATING division 
MANAGEMENT 

Target 

Robert J. Ulrich* + , 47 

Chairman and 
Chief Executive Officer 
Mr. Ulrich’s career began in 1967 as a 
merchandise trainee at the Department 
Store Division. After serving in various 
management positions at the Depart¬ 
ment Stores, Diamond's and Targei, 
he was named io his current position 
in 1987. 

Warren D. Feldberg, 36 

President 

Mr, Feldberg joined Target in 1988 
after four years at Lech mere, where 
he rose to executive vice president 
He was named to his current post in 
early 1991. 

Mervyn's 

Walter T. Rossi*+ , 48 

Chairman and 
Chief Executive Office r 
Mr. Rossi joined Merayn's in 1976 after 
12 years as an ex ecu live with another 
retailer. After saving in various man¬ 
agement positions, he was named to 
his prese nt responsibilities in 1.9 L -1 

Joseph C, Vesce, 42 
President 

After se ve ral years at another retailer, 
Mr. Vcsee joined Me-vyiYs in 1975 as a 
training director He served iai variui.o 
personnel. store ancl merchandise 
r.iaixigemeni positions and was named 
president in L'SH. 


Department Store Division 

Marvin W. Goldstein - ra 47 

Chairman and 
Chief Executive Officer 
Mr, Goldstein started his retailing 
career at the Department Store 
Division as a management trainee in 
1976. After 10 years in management 
at other retailers, he returned to rhe 
Department Stores in 1988 and was 
named chairman and chief executive 
officer in L990. 

James R. Stirratt, 46 

Executive Vice President , 

Department Store Division 
Mr Stirratt joined Dayton’s in 1969 as 
a merchandise trainee. I ie advanced 
through various merchandising and 
management positions and was named 
to his current post in 1990. 

Gary M. WitJkin, 41 

President , 

Marshall field’s 

After several years as a merchant with 
another retailer, Mr, Wilkin joined 
Marshall Field s in 1983- He was 
named to his present position follow¬ 
ing [he nc< rui.dtion of Marshall Field's 
in June 1990. 

Dennis R, Toffolo, 43 

President , 

Hudson’s 

Mr Toffolo began his career at 
Hudson's in 1969 as a management 
trainee Following a variety of posi¬ 
tions at both Dayton's and Hudson's, 
he was named to his current position 
in 1990. 

* Ext r u t i ve Officers 
+ Corporate Operating Committee 
Member 
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55r 111 Nicollet Mall, Minneapolis, Minnesota 55402 


CORPORATE INFORMATION 


Corporate Offices 

111 Nicollet Mall 

Minneapolis, Minnesota 55402 

Telephone (612) 370-6948 

Annual Meeting 

The Annua) Meeting of Shareholders is 
scheduled for 9:30 a.rm Wednesday, May 29, 
1991, at The Children’s Theatre, Minneapolis 
Institute of Arts, 2400 Third Avenue South, 
Minneapolis, Minnesota. Shareholders unable 
to attend can listen to the proceedings live 
between 9:30 and 10:30 a.m., CDT, by dialing 
1-900-590-7676. A tape of the meeting also 
will run every hour on the hour, beginning at 
1:00 pari., CDT. The cost to call is $.45 for the 
first minute and $.35 for each additional 
minute. (Callers who are not AT&T subscribers 
must dial the AT&T access code (10288) before 
dialing the 900 number.) 

Community Involvement 

In keeping with its commitment to cor¬ 
porate responsibility, Dayton Hudson annually 
contributes significantly to support its commu¬ 
nities. In 1990, we contributed more than $30 
million in the communities where we do busi¬ 
ness. The giving program is focused in two 
areas: social action and the arts. For a copy of 
the 1990 Community Involvement Report, 
write to Chair, Dayton Hudson Foundation, 
at the Dayton Hudson corporate offices. 

1 0-K Report 

A copy of the Form 10-K annual report, 
filed with the Securities and Exchange Commis¬ 
sion for Dayton Hudson’s fiscal year ended 
February 2, 199T is available at no charge to 
shareholders, Write to Director, Investor 
Relations at the Dayton Hudson corporate offices. 


Dividend Reinvestment Plan 

The dividend reinvestment plan is a con¬ 
venient way for Dayton Hudson shareholders 
to acquire additional shares of the Corporation's 
common stock through automatic dividend 
reinvestment and voluntary cash purchase. AJ1 
registered holders of Dayton Hudson common 
stock may participate. For more information, 
write to First Chicago Trust Company of New 
York, P.O. Box 3506, Church Street Station, 
New York, New York 10008-3506. 

Transfer Agent, Registrar and Dividend 
Disbursing Agent 

First Chicago Trust Company of New York 

Trustee 

First Trust National Association 

Stock Exchange Listings 

New York Stock Exchange 
Pacific Stock Exchange 
(Trading Symbol DH) 

Share holder Assisi once 

For assistance regarding individual stock 
records and transactions, write to First Chicago 
Trust Company of New York, P.O. Box 3981, 
Church Street Station, New York, New York 
10008-3981 or call 1-800-446-2617. 

You also may contact Dayton Hudson's 
Investor Relations Department at 1-800-338-8053. 
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